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Cautionary statement for the purposes of the "safe harbor" provisions of the Private Securities Litigation Reform Act

of 1gg5: All statements in this Form lOK report that do not reflect historical information are forward looking statements'

These include shtements incorporated herein by reference to the 1997 annual report to stockholders. Important factors

that could cause actual results to differ materially from those discussed in such forward looking statements include the

supply/demand balance for the corporation's products, customer inventory levels, competitive pricing pressures,

feedstock costs, changes in industry production capacities and operating rates, currency exchange rates, global economic

conditions, particularly in Southeast Asia, disruption in railroad and other transportation facilities, competitive

technology positions, failure to achieve technology objectives and failure to achieve the corporation's cost reduction

targets or to complete construction projects on schedule. Some of these factors are discussed further in Part I, Item 1:

Business.

Definition of Terms: See page 44 of the 199? annual report to stockholders. Terms defined there are used herein.
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Part I

Item 1. Business

General-Union Carbide operates in rwo business segments of the chemicals and plastics industry, Specialties &
Intermediates and Basic Chemicals & Polymers. Specialties & Intermediates converts basic and intermediate chemicals
into a diverse portfolio of chemicals and polymers serving industrial customers in many markets. This segment also
provides technology services, including licensing, to the oil and gas and petrochemicals industries. The Basic Chemicals
& Polymers segment converts hydrocarbon feedstocks, principally liquefied petroleum gas and naphtha, into
polyethylene, polypropylene, ethylene oxide and ethylene glycol for sale to third-parry customers, as well as propylene,
ethylene, ethylene oxide and ethylene glycol for consumption by the Specialties & Intermediates segment. The
profitabiliry of the Basic Chemicals & Polymers segment of the chemicals and plastics industry is highly cyclical, whereas
that of the Specialties & Intermediates segment is less cyclical. Consequently, Union Carbide's results are subject to the
swings of the business cycle in both the highly volatile Basic Chemicals & Polymers segment and the less volatile
Specialties & Intermediates segment. See page 1, pages 6 through 8, and "Summary and Outlook" on pages 9 through 11

of the 1997 annual report to stockholders for further information about Union Carbide's businesses, and Note Five on
pages 28 and 79 of the 1997 annual report to stockholders for financial information about Union Carbide's business
segments.

Union Carbide does not produce against a backlog of firm orders; production is geared primarily to the level of
incoming orders and to projections of future demand. Inventories of finished products, work in process and raw
materials are maintained to meet delivery requirements of customers and Union Carbide's oroduction schedules.

At year'end 1997,11,813 people were employed in the manufacturing faciliries, laboratories and offices of the
corporation and its consolidated subsidiaries around the world.

Raw Materials, Products and Markets-See information herein and in the 1997 annual report to stockholders on pages

6 through 8. The products of Union Carbide are principally sold by its own sales force, directly ro customers.

Union Carbide believes it has contracts or commitments for, or readily available sources of, hydrocarbon feedstocks and
fuel supplies to meet its anticipated needs in all major product areas. The corporation's operations are dependent upon
the availability of hydrocarbon feedstocks and fuels which are purchased from diverse domestic and international
sources, including independent oil and gas producers as well as integrated oil companies.

The availability and price of hydrocarbon feedstocks, energy and finished products are subject to plant interruptions and
outages and to market and political conditions in the U.S. and elsewhere. Operations and producrs ar times may be
adversely affected by legislation, government regulations, shortages, or international or domestic events.

The business segments of Union Carbide are not dependent to a significant extent upon a single customer or a few
customers.

Patents; Trademarts; Research and Development-Union Carbide owns a large number of United States and foreign
patents that relate to a wide variety of products and processes, has pending a substantial number of patent applications
throughout the world, and is licensed under a number of patents. These patents expire at various times over the next 20
years. Such patents and patent applications in the aggregare are material to Union Carbide's competitive position. No
one patent is considered to be material; however, the patent portfolio relating to the UNIPOL process technology is, in
the aggregate, considered to be material. Union Carbide also has a large number of trademarks. The UNION CARBIDE,
UCAR and UNIPOL trademarks are material; no other single trademark is material.
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Part I (Gont.l

Essentially all of Union Carbide's research and development activities are company-sponsored. The principal research

and development facilities of Union Carbide are indicated in the discussion of Properties (Item 2) of this Form 10'K

report. ln addition to the facilities specifically indicated there, product development and process technology laboratories

are maintained at some plants. Union Carbide expensed $157 million in 1997, $159 million in 1996, and $144 million

:l:tt 
on companydponsored research activities to develop new products, processes, or services, or to improve existing

Environment-See Costs Relating to Protection of the Environment on pages 12 and i3 of the 1997 annual report to

stockholders and Note Seventeen on pages 39 and 40 thereof.

Insurance-Union Carbide's policy is to obtain public liabihty and other insurance coverage at terms and conditions and a

cost that management considers fair and reasonable. Union Carbide's management believes it has a prudent risk

management policy in effect, and it periodically reviews its insurance coverage as to scope and amount and makes

adjustments as deemed necessary. There is no assurance, however, that Union Carbide will not incur losses beyond the

limits, or outside the coverage, of its insurance. Such insurance is subject to substantial corporate retentions.

Competition-Each of the major product and service areas in which Union Carbide participates is highly competitive. In

some instances competition comes from manufacturers of the same products as those produced by Union Carbide and in

other cases from manufacrurers of different products which may serve the same markets as those served by Union Carbide's

products. Some of Union Carbide's competitors, such as companies principally engaged in petroleum operations, have more

direct access to hydrocarbon feedstocks, and some have greater financial resources than Union Carbide'

The Specialties & Intermediates segment is characrerized by differentiated products and is less subject to external changes in

supply/demand relationships than the Basic Chemicals & Polymers segment. In this segment, competition is based

primarily on product functionality and quality, with the more unique products commanding significant price premiums.

The Basic Chemicals & Polymers segment is characterized by large volume commodity products and is subject to extemaL

changes in supply/demand relationships, including changes in the strength of the overall economy, customer inventory

levels, industry manufacturing capacity and operating rates and raw material feedstock costs. Participants in this segment

compete for business primarily on the basis of price and efficient delivery systems.

See pages 6 through 8 of the 199? annual report to stockholders for information about each segment's principal products'

competitive position and major competitors.

Union Carbide is a major marketer of petrochemical products throughout the world. Products that the corporation markets

are largely produced in the United States, while products marketed by the corporation's joint ventures are principally

produced outside the United States. Competitive products are produced throughout the world.

Union Carbide's international operations face competition from local producers and global competitors and a number of

risks inherent in carrying on business outside the United States, including risks of nationalization, expropriation, restrictive

action by local governments and changes in currency exchange rates, in addition to the risks stated above.
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Part | lcont.l

Item 2. Properties

In management's opinion, current facilities, together with planned expansions, will provide adequate production

capacity to meet Union Carbide's planned business activities. Capital expenditures are discussed on pages 16 and 17 of
the 1997 annual report to stockholders.

Listed below are the principal manufacturing facilities operated by Union Carbide worldwide. Research and engineering

facilities are noted. Most of the domestic properties are owned in fee. Union Carbide maintains numerous domestic

sales offices and warehouses, substantially all of which are leased premises under relatively short-term leases. All principal

international manufacturing properries are owned or held under long-term leases. International administrative offices,

technical service laboratories, sales offices and warehouses are owned in some instances and held under relatively short,

term leases in other instances. The corporation's headquarters is located in Danbury, Connecticut, and is leased.

Principal domestic manufacturing facilities and the principal products manufactured there are as follows,

Location Citv Principal Product(s)

Specialties & Intermediates Segment

California
Georgia

Illinois Alsip
Louisiana

Louisiana Taft

New Jersey

New Jersey

New Jersey Somerset

Puerto Rico Bayamon

Torrance

Garland

Seadrift

Texas City

Latexes

BoundBrook ;1,;ffiruffj*::llT::nlff'r'ot'"t'
Edison

Tucker Latexes

Latexes

Greensburg Hydroxyethyl cellulose derivatives

Acrolein and derivatives, acrylic monomers, caprolactone,

UVcured coatings, cycloaliphatic epoxides, glycol ethers,

Lanolin derivatives

Latexes

Latexes

Latexes

Ethanolamines, glycol ethers, surfactants, polyethylene

Organic acids and esters, alcohols, surfactants, vinyl acetate,

solution vinyl resins, heat transfer fluids

Texas

Texas

Texas

'Washington Washougal Crystals

West Virsinia Institute Caprolactone derivatives, polyethylene glycol, hydroxyethyl cellulose,

polyethylene oxide, surfactants, ethylidene norbornene,

west virginia South charleston ffi:i**1m::::"il1*l'J,"l",li"u",.ous speciarty

products, polyalkylene glycols, surfactants, specialty ketones,

po\winyl acetate resins, heat transfer fluids

Basic Chemicals & Polymers Segment

Louisiana Norco (Cypress Plant) Polypropylene

Louisiana Taft Ethylene oxide and glycol, olefins

Louisiana Taft (Star Plant) Polyethylene

Texas Seadrift Ethylene oxide and glycol, olefins, polyethylene, polypropylene

Texas Texas City Olefins
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Part I (Gont.l

Research and development for the Specialties & Intermediates segment is carried on at technical centers in Bound

Brook, Edison and Somerset, New Jersey; Tarrytown, New York; Cary, North Carolina; Houston and Texas City, Texas;

and South Charleston, West Virginia. Research and development for the Basic Chemicals & Polymers segment is carried

on at technical centers in Bound Brook and Somerset, New Jersey; Houston, Texas; and South Charleston, \fest
Virginia. Process and design engineering for both segments is conducted at a technical center in South Charleston, 'West

Virginia and in Houston, Texas, in support of domestic and foreign projects,

Principal international manufacturing facilities and the principal products manufactured there are as follows'

Country Citv Principal Product(s)

Specialties & Intermediates Segment

Belgium Vilvoorde Lanolin derivatives

Belgium Zwijndrecht Hydroxyethyl cellulose

Brazil Aratu Hydroxyethyl cellulose

Brazil Cabo Vinyl acetate

Brazil Cubatao Polyethylene

Ecuador Guayaquil Latex

Indonesia Jakarta Latex

Malaysia Seremban Latex

People's Republic of China Guangdong Latex, hydroxyethyl cellulose derivatives

People's Republic of China Shanghai Latex

Philippines Batangas Latex

Sri Lanka Colombo Latex

Thailand Nonthaburi Latex

United Arab Emirates Dubai Latex

United Kingdom \Tilton Glycol ethers, ethanolamines

Basic Chemicals & Polymers Segment

Canada Prentiss Ethylene glycol

United Kingdom \Tilton Ethylene oxide and glycol

Research and development for the Specialties & Intermediates segment is carried on at international facilities in
Zwijndrecht, Belgium; Cubatao, Brazil; Montreal East, Canada; Jurong, Singapore and Meyrin (Geneva), Switzerland.

Item 3. Legal Proceedings

See Note Seventeen of Notes to Financial Statements on pages 39 and 40 of the 1997 annual report to stockholders.

Item 4. Submission of Mattens to a Vote of Security Holders

The corporation did not submit any matters to a stockholder vote during the last quarter of 1997.

-4-



Part ll

Item 5. llarket for Registrant's Common Equity and Related Stockholder Matterrs

Market and dividend information for the corporation's common stock is contained on pages 18 to 20 of the 1997
annual report to stockholders. Information about the stock exchanges where the stock is traded in the United States is

listed on page 42 of the 1997 annual report to stockholders. The declaration of dividends is a business decision made
from time to time by the Board of Directors based on the corporation's earnings and financial condition and other
factors the Board considers relevant.

The number of stockholders of record of the corporation's common stock is contained on page 1 of the 199? annual
report to stockholders.

Sales of Unregistered Securities - During 1997, put options were sold to institutional investors in a series of private
placements exempt from registration under Section 4(2) of the Securities Act of 1933, entitling the holders to sell
2,710,469 shares of Union Carbide Corporation common stock to the corporation, at prices ranging from $44.50 to
$50.00 per share. Premiums received for the sales of the options totaled $3,216,OZZ.

Item 6. Selected Financial Data

Information pertaining to consolidated operations is included under the captions "From the Income Statement," and
"From the Balance Sheet", and dividend information is included under the caprion "Other Data" in the Selected
Financial Data on pages 18 and 19 ofthe 1997 annual report to stockholders.

Item 7. Managementts Discussion and Analysis of Financial Gondition and Results of Operations

See the information covered in the 1997 annual report to stockholders on pages 9 through 17.

Item 7a. Quantitative and Qualitative Disclosures About illarket Risk

see the information covered in the 1997 annual report to stockholders on page 11.

Item 8. Financial Statements and Supplementary Data

The consolidated balance sheet of Union Carbide Corporation and subsidiaries at December 31, 1997 and 1996, and
the consolidated statements of income, stockholders' equity and cash flows for each of the years in the three-year period
ended December 31, 1997, together with the report thereon of KPMG Peat Marwick LLP dated January 16, 1998, are
contained on pages 21 through 41 ofthe 1997 annual report to stockholders.

Quarterly income statement data is contained on page 20 of the 1997 annual report to stockholders.

Item 9. Ghanges in and Disagreements with Accountants on Accounting and Financial Disctosure

Union Carbide has not had any disagreements covered by this item with KPMG Peat Marwick LLP, its independent
auditors.

-5.



Part lll

Item lO. Directons and Executive Officerc of the Registrant

For background information on the Directors of Union Carbide Corporation whose terms are expected to continue aftet

the annual meeting of stockholders and persons nominated to become Directors, see pages 7 through 10 of the proxy

statement for the annual meeting of stockholders to be held on April 22, 1998.

The principal executive officers of the corporation are as follows. Data is as of March 19' 1998.

Name Age Position Year

First
Elected

William H. Joyce

Joseph S. Byck

James F. Flynn

Joseph E. Geoghan

Malcolm A. Kessinger

Lee P. McMaster

Joseph C. Soviero

Roger B. Staub

John K. Wulff

62 Chairman of the Board, President and Chief Executive Officer

56 Vice-President

55 Vice-President

60 Vice-President, General Counsel and Secretary

54 Vice-President

55 Vice-President

59 Vice-President

63 Vice-President

49 Vice-President, Chief Financial Officer and Controller

t993
t99l
r993
1987

1991

t993
t993
r993
1988

There are no family relationships between any officers or directors of the corporation. There is no arrangement or

understanding benveen any officer and any other person pursuant to which the officer was elected an officer. An officer

is elected by the Board of Directors to serve until the next annual meeting of stockholders and until his successor is

elected and qualified.

The table on the next page gives a summary of the positions held during at least the past five years by each officer. Each

of the officers has been employed by the corporation or a subsidiary of the corporation for the past five years.
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Part lll lGont.l

Name Position Years Held

\Tilliam H. Joyce

Joseph S. Byck

James F. Flynn

Joseph E. Geoghan

Malcolm A. Kessinger

Lee P. McMaster

Joseph C. Soviero

Roger B. Staub

John K. Wulff

Chairman of the Board, President and Chief Executive Officer
President and Chief Executive Officer
President and Chief Operating Officer
President, Union Carbide Chemicals

and Plastics Company Inc.

Mce.President

Vice-President, Union Carbide Chemicals and Plastics

Company Inc.

Mce-President

Vice-President, General Counsel and Secretarv

Vice.President

Mce.President, Human Resources, Union Carbide
Chemicals and Plastics Company Inc.

Vice-President

Vice-President

Vice-President

Vice-President, Chief Financial Officer and Controller
Vice-President, Controller and Principal Accounting Officer

1996 to present

1995 to 1995

1993 to 1995

1993 to 1994

1991 to present

l99I to 1994

1993 to present

1990 to present

1991 to present

1990 to 1994

1993 to present

1993 to present

1993 to present

1996 to present

1989 to 1996

See "Section 16(a) Beneficial Ormership Reporting Compliance" on page 23 of the proxy statement for the annual meetins
of stockholders to be held on April22, 1998.
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Part lll lGont.l

Item Il. Executlve GomPensation

See pages 18 through 21 of the proxy statement for the annual meeting of stockholders to be held on

April77,1998.

Item 12. Security Ownenrhip of Gertaln Beneflcial Oumec and tanagement

See pages ZZ and 23 of the proxy statement for the annual meeting of stockholders to be held on

Apil72,1998.

Item 13. Gertain RelationshiPs and Related Transactions

See pages 10 and 13 of the proxy statement for the annual meeting of stockholders to be held on Apdl 22, 1998'

.8.



Part lY

Item 14. Exhabit$, Financial Statement Schedules, and Reports on Form &K

UNION CARBIDE CORPORATION

(a) The following documents are filed as part of this report'

1. The consolidated financial statements set forth on pages 21 through 40 and the Independent Auditors'
Report set forth on page 41 of the 1997 annual report to stockholders are incorporated by reference in
this Annual Report on Form lOK.

Z. The Report on Schedule of KPMG Peat Marwick LLP appears on page 10 of this Annual Report on
Form 10.K.

3. The following schedule should be read in conjunction with the consolidated financial statements
incorporated by reference in Item 8 of this Annual Report on Form 1OK. Schedules other than those

listed have been omitted because they are not applicable.

Page in this
Form lOKReport

Valuation and Qualif ing Accounts (Schedule II), three years ended
December 31, 1997

(b) No reports on Form &K were filed for the three months ended December 31, L997.

(c) Exhibits-See Exhibit Index on pages 13 through 16 for exhibits filed with this Annual Report on
Form 10-K.

11
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Part lV (Gont.l

Report of Independent Auditors

The Board of Directors

Union Carbide Corporation

Under date of January i6, 1998, we reported on the consolidated balance sheets of Union Carbide Corporation and subsidiaries as

of December 31, 1997 and 1996, and the related consolidated statements of income, stockholders' equity and cash flows for each of

the years in the three.year period ended December 3I, 1997, as contained on pages 21 through 40 in the 1997 annual report to

stockholders. These consolidated financial statemens and our report thereon are incorporated by reference in the Annual Report on

Form 10-K for the year 199?. ln connection with our audits of the aforementioned consolidated financial statements, we also have

audited the related financial statement schedule as listed in Item 14(a)3. This financial statement schedule is the responsibility of the

corporation's management. Our responsibility is to express an opinion on this financial statement schedule based on our audits.

ln our opinion, such financial statement schedule, when considered in relation to the basic consolidated financial statemens taken

as a whole, presents fairly, in all material respects, the information set forth therein.

KPMG Peat Marwick LLP

Stamford, Conn.

January 16, 1998

- lu-



Schedule ll-Valuation and Qualifying Accounts

Union Carbide Corporation and Consolidated Subsidiaries

Allowance for doubtful accounts

Allowance for doubtful accounts

Allowance for doubtful accounts

Balance at
beginning
of period

$10

$11

$11

Additions

@;
costs and
erltens€s

Balance at
end of
period

Millions of dollars, year December 31,1997

$2 $11

Millions of dollars, year December 31, 1996

$z $ro

Millions of dollars, year December 31, 1995

$s $u

$3

$1

$s

11.



Signatures

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the corporation has duly

caused this report to be signed on its behalfby the undersigned, thereunto duly authorized.

Union Carbide Corporation

March 19, 1998

by, John K. Wulff
Vice-Presidznt, Chief Financial Officer and Controllzr

Pursuant to the requiremens of the Securities Exchange Act of 1934, this report has been signed below by the following

persons on behalf of the corporation and in the capacities indicated on March 19, 1998.

William H. Joyce

Director, Chairman of thz Board,

Presidnnt and Chief Executioe Officer

Joseph E. Geoghan

Dwecto' , Vice-Prestdznt, General Counsel

and Secretary

John K. \7ulff
Vrce.Presid.ent, Chref Financial fficu
and Controllzr

John J. Creedon

Director

C. Fred Fetterolf

Dtrector

Rainer E. Gut
Director

Vernon E. Jordan, Jr.

Director

Robert D. Kennedy

Director

Ronald L. Kuehn, Jr.

Dwector

Rozanne L. Ridgway

Director

James M. Ringler
Director

William S. Sneath

Director
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Exhibit Index

Exhibit No.

3.1 Restated Certificate of Incorporation as filed May Z, 1994 (See Exhibit 3.1 of the Corporation's 1994
Form 10-K).

3.2 By-Laws of the Corporation, amended as of December 3, 1996 (See Exhibit 3.2.1 of the Corporation's
1996 Form lOK).

4.I Indenture dated as of June l, 1995, benveen the Corporation and the Chase Manhattan Bank (formerly
Chemical Bank), Trustee (See Exhibit 4.1.2 to the Corporation's Form S-3 effective October 13, 1995,
Reg. No. 33-60705).

4.2 The Corporation will furnish to the Commission upon request any other debt instrument referred to in
item 601(b)(4xiii) (A) of Regulation S-K.

4.3.1 Rights Agreement, dated as of July 26, 1989, as amended and restated as of May 27,1992, benveen the
Corporation and Chase Mellon Shareholder Services, Inc. (successor to Manufacturers Hanover Trust
Company), as Rights Agent (See Exhibit 4(a) to the Corporation's Form 8 filed with the Commission on
June 1, 1992,file number: l-10297).

4.3.2 Amendment to Rights Agreement, dated as of December 3, 1996, between the Corporation and Chase
Mellon Shareholder Services Inc. as Successor Rights Agent (See Exhibit 99.1 of the Corporation's Form
8-K dated December 3, 1996).

10.1 Indemnity Agreement dated as of December 8, 1997, between the Corporation and James F. Flynn. The
Indemnity Agreement filed with the Commission is substantially identical in all material respects, except
as to the parties thereto and dates thereof, with Indemnity Agreements between the Corporation and
each other person who is a director or officer of the Corporation.

10.2.1 1988 Union Carbide Long;Term Incentive Plan (See Exhibit 10.1,+.1 of the Corporation's 1993 Form 1OK).

rc.2.2 Amendment to the 1988 Union Carbide Long-Term lncentive Plan effective June 1, 1989 (See Exhibit
10.14.2 of the Corporation's 1994 Form 1OK).

10.2.3 Amendment to the 1988 Union Carbide Long.Term Incentive Plan effective August 1, 1989 (See Exhibit
10.14.3 of the Corporation's 1994 Form 1OK).

L0.2.4 Resolutions adopted by the Board of Directors of the Corporation on February 26, 1992, with respect to
stock options granted under the 1984 Union Carbide Stock Option Plan and the 1988 Union Carbide
Long.Term Incentive Plan.

10.2.5 Resolutions adopted by the Compensation and Management Development Committee of the Board of
Directors of the Corporation on June 30, 1992, with respect to stock options granted under the 1984
Union Carbide Stock Option Plan and the 1988 Union Carbide Long-Term Incentive Plan.

10.2.6 Amendment to the 1988 Union Carbide Long;Term Incentive Plan effective October I, 1997.

10.3.1 1983 Union Carbide Bonus Deferral Program (See Exhibit 10.4.1 of the Corporarion's 1996 Form 1OK).

-13.



Exhibit Inder (Gont.l

Exhibit No.

10.3.2 Amendment to the 1983 Union Carbide Bonus Deferral Program effective January l, 1997.

10.4.1 1984 Union Carbide Cash Bonus Deferral Program (See Exhibit 10.5.1 of the Corporation's 1996

Form 10-K).

10.4.2 Amendment to the 1984 Union Carbide Cash Bonus Deferral Program effective January 1, 1986
(See Exhibit 10.5.2 of the Corporation's 1996 Form 1OK).

10.4.3 Amendment to the 1984 Union Carbide Cash Bonus Deferral Program effective January l,I99Z.

10.5.1 Equalization Benefit Plan for Participants of the Retirement Program Plan for Employees of Union
Carbide Corporarion and its Participating Subsidiary Companies (See Exhibit 10.6.1 of the Corporation's
1996 Form 1OK).

10.5.2 AmendmenttotheEqualizationBenefitPlaneffectiveJanuary 1, 1994 (SeeExhibit 10.18.2of the
Corporation's 1994 Form I 0-K).

10.6.1 Supplemental Retirement Income Plan (See Exhibit 10.7.1 of the Corporation's 1996 Form 10-K).

L0.6.2 Amendment to the Supplemental Retirement Income Plan effective January l, 1994 (See Exhibit 10.19.3

of the Corporation's 1994 Form 10-K).

10.6.3 Amendment to the Supplemental Retirement Income Plan effective January l, 1995 (See Exhibit 10.18.3

of the Corporation's 1995 Form 10-K).

10.? Union Carbide Non-Employee Directors' Compensation Deferral Plan effective February l, 1997.

10.8 Severance Compensation Agreement, dated February 10, 1998, between the Corporation and Ron J.
Cottle. The Severance Compensation Agreement filed with the Commission is substantially identical in
all material aspects, except as to the parties thereto and dates thereoi with Agreements bet'ween the
Corporation and other officers and employees of the Corporation.

10.9 Resolution adopted by the Board of Directors of the Corporation on November 30, 1988, with respect to
an execurive life insurance program for officers and certain other employees (See Exhibit 10.22 of the
Corporation's 1993 Form 10.K).

10.10 1997 Union Carbide Variable Compensation Plan effective July I, 1997 .

10. 1 1 . 1 Union Carbide Corporation Benefits Protection Trust, amended and restated effective August 29, 1997 .

10.11.2 Amendment to the Union Carbide Corporation Benefits Protection Trust effective November 1,1997.

10.12 Resolutions adopted by the Board of Directors of the Corporation on February 24, 1988, with respect to
the purchase of annuities ro cover liabilities of the Corporation under the Equalization Benefit Plan for
Participants of the Retirement Program Plan for Employees of Union Carbide Corporation and its
Participating Subsidiary Companies and the Supplemental Retirement Income Plan (See Exhibit 10.25 of
the Corporation's 1994 Form 10-K).

10.13 Resolutions adopted by the Board of Directors of the Corporation on June 28, 1989, with respect to the
purchase of annuities to cover liabilities of the Corporation under the Supplemental Retirement Income
Plan (See Exhibit 10.26 of the Corporation's 1994 Form 10-K).

10.14.1 Union Carbide Corporation Non-Employee Directors'Retirement Plan (See Exhibit 10.27 of the
Corporation's 1994 Form 10-K).

IO.I4.Z Amendment to the Union Carbide Corporation Non-Employee Directors' Retirement Plan effective
Mav 1, 1997.
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Exhibit No.

10.15.1 1994 Union Carbide Long.Term Incentive Plan (See Exhibit 10.28 of the Corporation's 1994 Form lOK).

l0.l5.Z Amendment to the 1994 Union Carbide Long-Term Incentive Plan effective October l,1997.

10.16.1 Union Carbide Compensation Deferral Program effectiveJanuary I, lg95 (See Exhibit 10.28 of the
Corporarion's 1995 Form 10-K).

I0.16.2 Amendment to Union Carbide Compensation Deferral Program effective January l, lgg5 (See Exhibit
10.17.2 of the Corporation's 1996 Form lO-K).

10'16.3 Amendment to Union Carbide Compensation Deferral Program effective December 31, 1996 (See
Exhibit 10.12.3 of the Corporation's 1996 Form lOK).

10.17 Excess Long-Term Disability Plan effective January l, l9g4 (See Exhibit 10.30 of the Corporation' s 1994
Form lOK).

10' 18 1995 Union Carbide Performance Incentive Plan (See Appendix A of the Corporation's proxy statement
for the annual meeting of stockholders held on April 26,- 1995).

10' 19.1 1997 Union Carbide Long-Term Incentive Plan (See Appendix A of the Corporation's proxy statement
filed with the commission March rz, 1997, file number, 00141463).

10.19.2 Amendment to the 199? Union Carbide Long-Term Incentive Plan effective April23,1997.

10'20 1997 Stock Option Plan for Non Employee Directors of Union Carbide Corporation (See Appendix B of
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10.21 1997 Union Carbide Corporation EpS Incentive plan.

10'22 The Mid'Caree_r Hire?lan for Employees of Union Carbide Corporation and Its Participating Subsidiary
Companies, effective December 3, 1996.

10.23.1 Completion Guarantee dated September 15, 1996by the Corporation and its partner, petrochemical
Industries Company K.S.C., for the benefit of certain banks wlth respect to construction of a
petrochemicals complex in Kuwait (See Exhibit 10.1 of the Corporation's Form lOQ for rhe quarter
ended September 30, 1996).

10.23.2 Definitions Agreement dated September 15, 1996 among the Corporation and various parties
relating to Exhibit l0.Z3.l (See Exhibit 10.2 of the Corporation', ito.- 10-e for the quarter ended
September 30, 1996).

11 Computation of Earnings per Share for the Five Years Ended December 31, 1997.
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expressly referred to in this Form lOK, is furnished for the infoimation of th" Co--ission and is not
deemed "filed" as part of the Form l0-K).

2l Subsidiaries of the Corporation.

23 Consent of KPMG Peat Marwick LLp.

27.1 Financial Data Schedule for the year ended December 3I, lggT .

27.2 Restated Financial Data Schedule for the years ended December 31, 1996 and 1995.
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27.3 Restated Financial Data Schedule for the nine months ended September 30, 1997, the six months ended

June 30, 199? and the three months ended March 3l' 1997 '

27.4 Restated Financial Data Schedule for the nine months ended September 30, 1996, the six months ended

June 30, 1996 and the three months ended March 31,1996'

wherever an exhibit listed above refers to another exhibit or documenr (e.g., "See Exhibit 6 of . . ."), that exhibit or

document is incorporated herein by such reference'

A copy of any exhibit listed above may be obtained on written request to the Secretary's Department, Union Carbide

Co.por"tio.r, Section 84,39 Old Riigebury Road, Danbury, CT 06817{001. The charge for furnishing any exhibit is

25 cents per page plus mailing costs.
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At a Glance

Union Carbide Corporadon is a world-

wide chemicals and polymers company.

The company possesses many of the indus-

tryt most advanced process and catalyst

technologies and some of the most cost

efficient, large-scale production facilities in

the world. In addition to its consolidated

operations, che corporation participates

in partnerships andjoint ventures whose

combined net sales totaled more than

$4.3 billion in1997.

Union Carbide operates two business

segmentsi

Sprcrertrrs a INrunurorATEs,
which accounted for 68 percenr of customer

revenues and 64 percent of operating profit
in 1997 , produces a broad range of prod-

ucts, including specialry polyolefins used in
wire and cable insulation; surfactants for

47t7rf
rrr8r3

industrial cleaners; catalysts for the manu-

facture of polymers; acrolein and deriva-

tives; water-soluble polymers; cellulose-,

glucose- and lanolin-based materials for

personal care products; specialry coatings;

acrylic and vinylacryIic latex used in paints

and adhesives; solvents; vinyl acetate

monomet and ethylene oxide derivatives.

This segment also licenses olefins-based

technologies and offers other specialized

technology licensing and services.

Basrc CHrurcALs & Porrurns
converts various hydrocarbon feedstocks,

principally liquefied petroleum gases and

naphtha, into the basic building-block

chemicals ethylene and propylene (also

known as olefins), which are in rurn

converted to polyethylene (the worlds

most widely used plasdc), polypropylene

,----_ 3:99-
99

5_]._

r3

% Cn,c.Ncr

$ 6,502
Lro45

g 6,ro6

92r

626 593 _!_1
r35.o2

4.51

4.43

3.90 r6

,_!t_
(o.'r)

4.89
+,4t

652

4.+3

(one of the world's fastest-growing plasdcs),

and ethylene oxide and ethylene glycol

(used to make polyester fiber, film and resin,

and automotiv e antifreeze).This segment

provides ethylene, propylene, ethylene oxide

and ethylene glycol to the Specialties &
Intermediates segment,

Union Carbide's leading end markets as a

per ce^t^ge of sales are:

Packaging and consumer plastics 24

Paints, coatings and adhesives 21

Wire and cable rr

Household *o n*r"J::'l:
Automotive, including andfreeze

Agriculrure and food

Oil andgas

Industrial cleaners

9
6

+
5
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o,7875 o.75
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Choirman's Letter
AM pLEASED To REpoRT tHAr CansrDE HAD ANoTHER GooD yEAR rN

1997, SURPASSING THE PRIOR YEAR AND POSTING THE THIRD HIGHEST NET

INCOME AVAILABLE TO COMMON STOCKHOLDERS OF THE PAST TO YEARS.

Worldwide sdes rose 6.5 percent, to

$6.5 billion. Income available to common

stockholders from continuing operations

(before rhe efibct ofa change in accounring

principle) rose 14.8 percent from rhe prior

year, to $669 million, and diluted per-share

income increas ed 16.2 percent, rc $4.53,

before the change ir. accounting principle.

Despite improved earnings, our 1997

common stock performance was disappoint-

ing. We increased the quarterly dividend

20 percent,to 225 cents, and repurchased

7 million shares during the year, but our

share price increased only 5 percent by

year-end,

It seems clear that investors were looking

past improved earnings in 1997 and focusing

instead on the 1999 /2000 cyclical trough

anticipated by most experts, and on the

widely held expectation that overcapaciry in

the chemical industry will depress the earn-

ings of companies like Carbide until the cycle

mrns uP.

Adding to investor concerns was the

inabiliry of our Specialties & Intermediates

14 percent of our sales, mainly expons, we

are also concerned. Yet were confident that

Carbide can cope and that our company will

be well positioned to panicipate when the

region's growth resumes,

As for 1997 performance, althou$ we

posted significant earnings growth, we

should have done much berer in light of our

improvements over the past several years.

Increases of5.1 percent in volume and

).7 percenr in productiviry for the corpora-

tion (based on actual fixed cost per pound

ofproduct sold, adjusted for inflation) were

good, but below targer And some of our

product lines, notably our solvents, mono-

mers and industrial performance chemicals,

were unable to deliver targeted results.

Why did we not do bemer in 1997i And

what are we doing to improve and to acceler.

ate profitable growth over the longer term

as welli

Management's Discussion & Analysis,

beginning on page 9, covers operarions in

detail. To summarize: The performance

of solvents, monomers and industrial

William H. Joyce

Caarnlraw, PRrsrprNr awo

CHrrr Exrcurrvr OFFTcER

DEsp rrg rMPRo vED EARNTNGS, ouR
1997 COMMON STOCK PERFORMANCE

WAS DISAPPOINTING.
(S&I) segmenc, for the second year in a row,

to deliver the srrong double-digit earnings

growth ofprior years, causing investors to

doubt that its recovery could occur in time

to meet our earnings target in the trough.

And as theyear ended, the Asian econom-

ic crisis appeared to make the next few years

even more difficulr for companies such as

Carbide with significant sales in the region.

Since the Far East region accounts for

performance chemicals products suffered

from price declines; abnormally low

margins, particularly for solvents and

monomers, and the impact of a strong

dollar on exports.

Althou$ the strong dollar affected our

Basic Chemicals & Polymers (BC&P)

segment, as did problems with certain

producdon units, segment earnings were

much improved compared to 1996.



Startup costs for our huge new petro-

chemicaljoint venture in Kuwait also reduced

earnings, as did costs associated with the

delayed startup ofa new faciliry for producing

ethylene I propylene rubber ( EPR).

The Kuwait plant is in the final stage of

startup at this writing, with both

ethylene glycol and polyethylene aheady

shipped to customers in Europe and

Asia. And the EPR plant, which uses

proprietary new technology to achieve

vastly lower production costs, is sched-

uled for restarting in the fourth quarter

of 1998, althou$ further modificadon is

required before that can happen.

On the plus side, the drain on1997 ean-

ings was partly ofi,cset by improved pricing for

ethylene glycol, and for polyethylene early in

theyear,and by the continuing, substantial

benefit derived from our work process im-

provement and cost reduction programs over

the past several years,

To say that Carbide has few peers when

it comes to improving work processes and

reducing costs is only repeating what's often

been said by others who follow our progress.

Since 1992, total fixed costs have dropped

by nearly $8 million, norwithstanding a

$1.6 billion increase in revenues and a

27 percentincrease in volume, Fixed cost

per pound ofproduc sold has dropped by

43 cents since the beginning of the decads a

30 percent decrease. In 1997, costs associated

with the Kuwait and EPR startups and other

unusual growth expenses reduced earnings

by $0.72per diluted share. Those expenses

aside, the fixed cost improvements mean that,

given margin conditions no beter than the

ones faced by BC&P in 1993, Carbide could

have earned about three times as much per

diluted share in 1997 as we earned in the

1993 trough.

Over the pasr seven years, we have learned

rhat productiviry improvement requires

relentless focus on cost reduction throu$out

the entire enterprise. During this period,

virtually every unit within Carbide has

established savings iniriatives with specific

quantifiable targets. More often than not, as

Carbiders have progressed with these efforts,

new oppornrniries have been idendfied.

In 1990 we embarked on a $200 million

savings program. Less than three years into

our company does well. Beyond participa-

tion in the profit sharing program, most

of our managers, including all senior

managers, receive variable compensation

based in latgepanupon our abiliry to

realize returns on capital in excess of

our comPetitor$.

CANnIDERS HAzE TIMEAND AGAIN

SHOWN THEMSETVES DEDICATED TO

CREATING UALUE BY REDUCING COSTS.

that effort, it was clear that far more signifi-

cant savings were possible, anda$575 million

target was established. That program, dubbed

EQAI, was largely completed by the end of

1994, efter we had achieved substantially all

ofthe targeted savings. In 1995 we unveiled a

new series ofinitiatives with targeted savings

of $6)7 million, compared to 1993, to be

achieved by the year 2000. Last October,

after having aaained a substantial portion

ofthese targets, we increased the savings goal

to $1.1 billion by theyear 2000.

Carbiders have rime and again shown

themselves dedicared to creating value by

reducing costs, I am confident that over the

next three years they will extend the progress

they've made since early in the decade. They

have become as skilled as any workforce any-

where at finding ways co improve work

processes and reduce costs while delivering

the service that our customers expect.

On that score: We track customer evalua-

dons of Carbi de very closely, and itt clear

that now, more than ever, our customers

know they can count on Carbide people

to deliver products, services and chemical

expertise that add up to more value.

Carbiders take a great deal of pride in

those evaluations and in our profit improve-

ment work And, not incidentally,they

also benefit financially as shareholders

and profit sharing participants when

While there can be no assurances, if
we are successful in achieving our savings

rargers, we believe that it will be possible

also to earn at least fi.00 per diluted share

in both 1999 and 2000, the anticipated

trough years of fie current commodiry

chemical cycle.

To leave no doubt about management's

own commitment to doing what it takes to

reach these earnings levels, we have bet a

large part of our pay on reaching them. If
we fail in 2000,I will forfeit the equivalent

of a year's salary, and 16 members of our

senior management team each will forfeit

the equivalent of65 percent ofa year's base

pay. Ifwe succeed, the plan, which investors

have encouraged us to implement, has a

substandal upside oppornrnity to go along

with the risk.

In other words, Carbide management has

real incentive to reach the target.

Althou$ we are committed to our volume

growth and savings targets, reaching them

will not be easy or assured. But work is

under way across our worldwide locations

to improve operations, further streamline

work processes and make the most of our

strong market and technology positions.

And much has already been accomplished.

To citejust a few examples: 1997 cost sav-

ings in our S&I segment of $llS million,

and savings of $3OZ million for BC&B kept



us ahead ofschedule toward our year-2000

cost reducdon target.

Regarding programs designed to promote

growth, we launched Univation Technol-

ogies, our joint venrure with Exxon Chemical

Company, to develop and license leading-

edge polyethylene process and catdyst tech-

nologies. Companies in South America and

Europe rccently selected its technology to

build 1.8 billion pounds of capacity.

A major modernization of our UCON
fluids manufacruring unit in 1997 increased

capacity while cuning operating costs, and

OXO Process technology, the 300-million-

pounds-per-ye ar facihty is designed to be

among the world's most cost effective.

Dr. David Bryant,the Carbide scientist

who played a key role in developing OXO

technology, has been named 1998 winner

of the Perkin Medal - one of the chemical

industry's most prestigious honors - for

his achievement.

In 1997 we expanded capacity for produc-

ing propionic acid, a key ingredient in the

production of feed and food additives,

herbicides and chemical intermediates.

mance. The year just ended marked six years

in a row without a major process incident.

But there were disappointments as well,

chiefly a death that occurred in a forklift acci-

dent - at a latex plant of a Union Carbide

affiliate company in China - after five con-

secutive years without afaahty in any of
our oPerations.

(For more information about our 1997

environmental and safery performance,

write to Carbides Public Affairs Department

for our RESPONSIBLE CARE progress

report./

All of us were pleased and

proud to have ouTTRITON

surfacmnts business receive rwo

environmental awards in 1997.

One, from the Environmental

Protection Agency (EPA),

recosnized Carbide's TRITON
splimable surfactants as an innovarion in

surfactant chemistry that greatly reduces

risk to the aquatic environment.The other,

from the Office of the Vice President of

the U.S., recognized the TRITON surfac-

tant-based partnership we entered into

with the EPA to control environmental

risk so that more regulation and its cost to

business and the public would become

unnecessary.

Finally, I wish to applaud rwo of our

directors 
-John 

Creedon and Bill Snearh

- who, in accordance with the boardt redre-

ment policy, will not stand for reelection.

Both have given outstanding service to the

corporation, with Bills tenure including 31

years ofservice as an employec five ofthose

as Chairman and CEO,We will miss their

support and wise counsel.

\
,/ \ // \-(^_) x x1:-/]U

[-/ william H.Joyce

Feb.25, i998

Oun PARAL LELAGENDA IS TO KEEP

IMPROVING CANB IDE S ENVIRONMENTAL

AND SAFETY PERFORMANCE.

the fluids business was named a "supplier of
the year" by General Motors, whose cars use

our UCON brake fluids and UCON refrie-

eration lubricants.

At ourTaft, La.,plam,we completed a

200-million-pound-capaciry ethanolamines

unit, strengthening our leading position as a

supplier to the gas treating and personal care

markets. Also arTaft,we are scheduled to

complete by mid-1998 a new CARBOWAX

polyethylene glycols (PEG$ faciliry to sup-

port sales flowing from new PEG applica-

tions in pharmaceuticals and wood treating.

Our polypropylene units ran at high

rates during the year, with added capaciry,

achieved throu$ de-bomlenecking, that

will help the business meet its yeav2000

growrh rargers.

Construction began at Taft on a new

buranol faciliry planned for sramrp in

mid-1999, thar will bring Carbides toral

butanol capaciq, to 1.2 billion pounds,

the worlds largest. Butanol is a key raw

material in the manufacture of solvents and

monomers used by the paints and coatings

industries. Employing our proprietary LP

We are compledng modernization of

our ethylene oxide and derivatives units

at Wilton in the United Kingdom, and a

new glycol unit is on schedule for second-

quarter 1998 startup. And we are concluding

new long-term glycol supply agreements to

supporr the added capaciq, represented by

Wilton and our EQUATE joint vennrre

in Kuwait.

Work is also under way to expand capaciry

at Seadrift, Tex., and at Wilton, for buryl

glycol ethers, widely used in industrial coat-

ings and as industrial cleaners. In addition,

we havejust announced plans to build a

world-scale methylmercapto propionalde-

hyde (MMP) unit at Seadrift.This unit will

supply MMB an amino acid precursor, to

Novus International for the manufacture of

a feed supplement.

We are confident that rhese and many

other projects undertaken in 1997 will help

to keep us on course toward our near-term

growth and profitabiliry targets.

Our parallel agenda as a RESPONSIBLE

CARE company is ro keep improving

Carbide's environmental and safery perfor-
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Cbemicol Gloss6r! 
i

Moroiurn
Reactive chemical that can be converted into a polymer. For example,

ethylene is a monomer that is made into polyethylene.

OrrrrNs
Generic name for ethylene, propylene and other unsarurated hydro-

carbons (carbon atoms joined by double bonds) made from compo-

nents ofpetroleum or natural gas,

Examples includer

I Errrrr,gr.Ir AND pRopvrrxr, chemicals derived from

natural gases or petroleum components, and the starting materials

from which most of Union Carbide's chemicals and polymers

are made.

Oxo z.nconolrs, AIDEHYDES AND AcrDs

Chemicals Carbide manuhctures via its LP OXO Process, such as

butanol and propionic acid, which are used as chemical intermediates

and industrial solvents.

Por,vurns
Chains or networks of linked monomers. All plastics are polymers,

Examples include:

lPor;vnrnvt IENE, the world's most widely used plastic, made

by the reaction of ethylene and other olefins. It is used in hundreds

of consumer and industrial products, including groc ery and

trash bags, waste containers, housewares, bottles, drums, food

packaging and wire and cable insulation and jacketing. Union

Carbide produces most of its polyethylene via UNIPOL
Process technology developed by the company in the early

1970's, which is licensed ro polyethylene makers around

the world.

I Por,ypnopylENE, a fast-growing, high-volume plastic made

from the reaction ofpropylene and other olefins. The broad range

of applications includes lawn furniture, carpet fiber and backing,

food containers, toys, appliance housings and binding materials.

Much of Union Carbide's production is via the UNIPOL PP

Process, also licensed around the world.

Sor,vrxrs
Chemicals used to dissolve or absorb other chemicals. For example,

ketones, esters, alcohols and glycol ethers are effective solvents com-

-."y_g'"d iip.'ry "4."1tr191_
Sunracrervrs
Chemicals that increase the cleaning and wetting properties of
household and industrial cleaners and detergents. They are used also

in texdle and paper processing, paints and agricultural products,

Surfactants also are used in cosmetics, shampoos and other personal

care products. Carbide makes its surfactants primarily from ethylene

oxide and alcohols.

ArcoHors
Chemicals, such as butanol, ethanol and isopropanol, thar serve

as solvents and intermediates for the manufacrure of personal care

products, pharmaceuticals, esters, ketones, monomers for latexes,

h.44.t!."9.1A* 
"d+*y14jlryhetic lubricants.

Brocrors
Chemicals used to control or inhibit the growth of bacteria, algae,

fungi and mold.

Cnnll'rcl.n TNTERMEDTATES

Chemicals formed or introduced as an intermediate step becween

the staning material and the final product in chemical processing.

Examples includer

I Acnor,rrN, used to make glutaraldehyde, animal feed supple-

ments and coatings resins.

t Esrnns, such as ethyl acetateand butyl acryIate,made by

reacting alcohols and acids and used primarily as paints and

coatings solvents,

I Enrarvor,eurNEs, reacrion products of ethylene oxide and

ammonia, used in detergents and other cleaning materials,

in personal care products and for removal of sulfur and orher

impurities from natural gases for consumer use.

I Errryr,nNrAMrNrs, made from ethylene oxide or ethylene

dichloride and used in a wide range of industrial products, including

fueL lubricant and motor oil additives, adhesives, wet-strength paper

resins and paints.

ErHyr,rNr cf,Ycor,

Chemical made from ethylene oxide and water. It is used in the man-

ufacrure of polyester resins, film and fiber, automotive andfreeze and

engine coolants and aircraft deicing/anti-icing fluids.

Errryr,rxn oxrDE

Chemical made from ethylene and oxygen. It combines with other

chemicals to produce a wide range of products, such as ethylene

glycol, water-soluble polymers for personal care products and surfac-

ants for detergents and cleaning products.

Gr,ur,tner,oEgrDE
An acrolein derivative predominantly used as a biocide for industrial

water treatment and in oil field applications, animal housingsanitiz-

ers, surgical instrumen! sterilants and paper manufacruring.

Gr-vcot ETHERs

Solvents used in higher-technology coating applications, such as

waterborne industrial finishes for the auromotive market. and

noncoating applications, such as in hard surface cleaners, military
jet fuels and brake fluids.

K-erorvrs
Chemicals, such as acetone, used as solvents for vinyl resins, indusrri-

al lacquers and pharmaceuticals, and as an intermediare for resins,

dyes and rubber chemicals.



Pri I Prcducts b Seruices

Spr,cral.rrEs g INrpRnrnnrntrs SpcnrENt

Union Carbide's Sprcrer,rr Porrurns axo
Pnonucrs group manufacrures and markets

numerous specialry products. Many of its

technologies are rargeted for sharply defined

market segments.

I Sprcrar,rr hvousrnrar, Pnooucrs
produces acrolein and derivatives, such as

methylmercapto propionaldehyde (MMP),

for the manufacture of an amino acid used

in animal feed supplements; glutaraldehydc

a biocide; ethylidene norbornene (ENB),

used in the production ofethylene propylene

rubber, and specialry ketones.

I Penronuaxcr Por,rnrrns produces

POLYOX water-soluble resins, used

inlersonal care products, pharmaceuticals,

inks and thermoplasdcs. It also produces

polyvinyl acetate resins, used in chewing-gum

resins, low-profile additives, NEULON
polyester modifiers, fast-cure additives

and pigmentable systems, and UCURE
reactive modifiers.

I Colrrxc Merrnrers reaches markets

for paints, coatings, inks, substrates and

other materials for magnetic tape, food

and beverage packagrng, plastics and

orthopedic materials. Its products include

CELLOSIZE hydroxyethyl cellulose

(HEC); UCARsoludon vinyl resins;

TONE caprolactone-based materials;

cycloaliphatic epoxides, including

CYRACURE ultraviolet-curing products,

and FLEXOL plasticizers.

I Aurncaor, ConponerroN, a Union

Carbide subsidiary, manufactures and

sells a wide variery of cellulose-, glucose-

and lanolin-based materials for personal

care products,

Ucan EuursroN Svsrrlrs makes producrs

used in interior and exterior house paints,

adhesives and sealants. They include UCAR
POLYPHOBE rheology modifiers, used to

thicken coatings, and UCAR latex products,

used as binders and to impart exterior durabilicy,

scrub and stain resistance, and adhesion.

Sprcrer,rr Pof,yorEFrNs manufacrures and

markets worldwide avariety of performance

polyolefin producm. Chief among these are

polyolefin-based compounds for sophisticated

insulation, semiconductives and jacketing

systems for power distribution, telecommunica-

tions and flame-retardant wire and cable. Other

Specialry Polyolefins products are used in

adhesives, laminating film and flexible tubing.

UNIPOL Svsrrus owns and develops

UNIPOL Process technology, the most

versatile method of manufacturing polyethylene

and polypropylene, for producers ofthese prod-

ucts worldwide. It also develops new process

technology for the manufacrure of other olefins-

based polymers, such as ethylene propylene rub-

ber, and sells catalysts to UNIPOL Process

licensees worldwide. Licensing of UNIPOL PE

and PP Processes, as well as the development of

new PE technologies, such as metallocene catal-

ysis and Super Condensed Mode Technology, is

handled rhrough Univation Technologies, LLC,

a Union Carbide/Exxon Chemical Company

joint venture.

Ixousrnrar, PrnronruaNcE CHEMrcArs

manufacrures and sells a broad range of

ethylene oxide derivatives and formulated

glycol products for specialty applications. These

include CARBOWAX polyethylene glycols,



with a wide range of applications in pharmaceu-

tical, personal care, household and industrial

markets; ethanolamines, for detergents, personal

care products and natural gas conditioning and

refining ethyleneamines, for many indusrial

uses; TERGITOL and TRITON specialty and

commodiry surfactants, for institutional and

household cleaning products and other industri-

al applications; UCON fluids and lubricants,

and alkyl alkanolamines for warer-treating

chemicals. Formulated glycol products include

UCAR and UCAR ULIRA+ deicing and

anti-icing fluids for the aviation industry,

UCAMHERM and NORKOOL heat-

transfer fluids, and gas-treating products, includ-

ing UCARSOL and SELEXOL solvents.

Sor,vrNrs, INrrruwrorarEs AND

MoNourns (SIM) supplies one of the indus-

try's broadest product lines of solvents, inter-

mediates and monomers. Its products include

aldehydes, acids and alcohols, including high-

qualiry industrial-grade synthedc and fermenta-

tion ethanol; esters; glycol ethers (brake fluids

and CARBITOL and CELLOSOLVE sol-

vents); ketones, and monomers (vinyl acetate and

acrylics for waterborne coatings). Its principal

customers are the paints and coatings industries,

Many of SIM's products are also used widely

in cosmetics and personal care preparations,

adhesives, household and institutional products,

drugs and pharmaceuticals; as fuel and lube oil

additives, and in agricultural products. The

UNICARB System is a pollution-reducing,

supercritical fluid technology that can cut costs

and reduce volatile organic compounds (VOCs)

in spray-applied coatings by up to 80 percent.

Basrc CHSN{rcnrs & Polvnasns Ssclr{Er,{t

Union Carbide's HronocenBoNs group

manufactures about rwo thirds of the company's

ethylene requirements and almost one third of

its propylene requirements. Ethylene and propy-

lene are the key raw materials for many of Union

Carbides businesses.

Union Carbide is the worlds leading producer

ofethylene oxide and ethylene glycol, supplied

by the ErHrr,rNr OxrorlGr,ycor group.

Ethylene oxide is a chemical intermediate pri-

marily used in the manufacture of ethylene

glycol, polyethylene glycol, glycol ethers,

ethanolamines, surfacants and other perfor-

mance chemicals and polymers. Ethylene glycol

is used excensively in the production ofpolyester

fiber, resin and film, automotive antifreeze and

engine coolants, and aircraft anti-icing and deic-

ing fluids. Other ethylene oxide-based glycol

products include di-,tri-, and tetraethylene

glycols, used as chemical intermediates and in

dehydradng natural gas.

Union Carbide is a leading manufacturer of

polyethylene, the world's most widely used plasdc.

UNIPOL Porvurns produces and markets

linear low-, medium- and high-density polyeth-

ylenes, used in high-volume applications such

as housewares, milk and water bottles, grocery

sacks, trash bags, packaging, water and gas pipe,

and FLEXOMER very low-densiry resins, used

as a polymer modifier in other polyolefins and to

produce flexible hose and rubing, frozen-food

bags and stretch wrap.

Carbides PorrpRopyLENE Rrsrxs operations

manufacture and sell polypropylene, one of rhe

worlds largest-volume, fastest-growing plasdcs.

End-use applications include carpeting and

upholstery, apparel, packaging films, food

containers, housewares and appliances, and

automobile interior trim and panels.

For a summarl of businex and geographi segment

data, see NorE FrvE to tbe financial statements.



; b Joint Ventures

MANY YEARS PARTICIPATED IN A NUMBER OF BUSINESSES THROUGH PARTNERSHIPS ANDJOINT

{s HAvE ENABLED UNroN CAnnrps ro coMBrNE rrs coMpETrrrvE sTRENGTHs IN TEcHNoLocy,

ERATIONAL KNOW.HOW WITH THE COMPLEMENTARY STRENGTHS OF ITS PARTNERS.

ips andjoint ventures ofthe

ent includel

le supplier ofprocess technology,

,orbents ro the petrochemical and

iointly with AlliedSignal Inc. UOP

Anaheim and Eldorado Hills, Calif.;

reveport, La.; Tonawanda N.Y.;

ma, kaly, and Brimsdown, U.K.

urraD 1 aJapan-based producer

thylene resins and specialry silicone

Tonen Corporarion has a faciliry in

France-based producer of specialry

'ith Elf Atochem has a faciliry in

I a U.S.-based pannership with

ry that supplies ethanol worldwide.

xas Ciry, Tex. and Peoria Ill.

LC r a U.S.-basedjoinr venrure

br the research, development, mar-

ne technology and metallocene

n Mont Belvieu, Tex.

. South Korea-based producer of
re production of emulsion resins by

resives industries. This joint venrure

;Fine Chemicals Company has a

acJorNr VpNruns Loc.a,uous

The most significanr pannerships andjoint venrures of the Basic

Chemicals & Polymers segment include:

Por,rrvrrnr Eunope S.n.r. I a Europe-based producer of ethylene

and polyethylene resins. This joint venture with EniChem S.p.A.

of Italy has faciliries ar Dunkirh France; Oberhausen, Germany;

and Brindisi, Fercara,Gela, Priolo and Ragusa Italy.

EQUATE Prrnocrrurcar, CoivrpeNy K.S.C. r a joint

venrure with Petrochemical Indusries Company and Boubyan

Perochemical Company that manufacures polyethylene and

ethylene glycol at its world-scde petrochemicals complex in Shuaiba,

Kuwait.

PrtnouoNr AND CoffpANy, Lrmrrno Panrrvrnsxrp r
a Canada-based olefins and polyethylene resins producer owned

jointly with Efiylec Inc. This pannership has hcilities at Montreal

and Varennes, Quebec Canada.

Arsrnre a OnruNr Grrcor ColrpaNyLrurrro I ajoinr

venrure with Mimui & Co., Ltd.,Japan, and Far Easrern Texrile Ltd.,

Taiwan.This Canada-based producer of ethylene glycol has a faciliry

in Prentiss, Alberta, Canada.

For a summary of partnership and joint uenture resuks t'or tbe past tbree yars,

see pages 14, 15 and Nors Ercrr to the Jinancial statements.
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Mo 's Discussion b Anal

Rssurrs op OpEnaTIoNS
Millions of dollars (except per share figures) t'or tbe year ended December 37,

Ner serss

OppRerrNc pnorlr(")

INtsnrsr ExPENSE

INcorvrs BEFoRE pRovIsIoN FoR INcoME TAxES

INconap BEFoRE cuMULATIvE EFFECT oF cHANGE IN AccoUNTING PRINCIPLE

Ner rNco^as

Nsr rNcoNas - coMMoN srocKHoLDERs

Ppn sruRs - BAsIc -
INCOME BEFORE CUMULATIVE EFFECT OF CHANGE IN ACCOUNTING PRINCIPLE

Ner rNcor4B - coMMoN srocKHoLDERs

Psn sHlRe - DTLUTED -
INCOME BEFORE CUMULATIVE EFFECT OF CHANGE IN ACCOUNTING PRINCIPLE

Nsr rNcovs - coMMoN srocKHoLDERS

4.53

4,4r

3.90

3.90

5.85

5.85

sold declined to 10.8 cents, the lowest of

rhis decade. Parcnership income remained

strong, excluding certain costs, principally

research and development, assumed by

our new technology venture, Univation

Technologies, LLC. Additionallp the

improved earnings from our equiry compa-

nies represented increases in earnings of

Polimeri Europa partially offset by increased

preoperating expenses associated with

EQUATE Petrochemical Company.

In 1996 the corporation's earnings were

adversely impacted by declines in selling

prices, particularly for ethylene glycol, poly-

ethylene and vinyl acetete monomet and

by high raw material and energy costs.

These factors srgnificantly impacted Basic

Chemicals & Polymers operating profit

and limited Specialties & Intermediates

operating pro6t growth. Sales volumes

experienced their largest increase in the

past decade, while productivity, as measured

by 6xed cost per pound ofproduct sold,

also improved. Partnerships continued to

report strong profits, while equity company

results declined due to the preoperating

costs of EQUATE and increased raw mate-

rial costs for Polimeri Europa.

$6,50?

rio45

79

966

626

6sg

652

$5189!

.34?
8g

1,259

92r

76

8+5

591 925

593 925

581 915

$ 5.o2

4.89

4.+3 $

+.43

Su.urr,lnvaNo Ourr,oox

Union Carbide operates rwo business

segments. Specialdes & Intermediates

converts basic and intermediate chemicals

into a diverse portfolio of chemicals and

polymers serving industrial customers

in many markets. This segment also

provides technology services, including

licensing, to the oil and petrochemicals

industries. Basic Chemicals & Polymers

converts hydrocarbon Eedstocks,

principally liquefied petroleum gas

and naphtha, into ethylene or propylene

and then into polyethylene, polypropylene,

ethylene oxide and ethylene glycol for

sale to third-party customers, as well

as ethylene, propylene, ethylene oxide

and ethylene glycol for consumption by

the Specialties & Intermediates segment.

In contrast to those of Specialties &

Intermediates, the revenues and operating

profit of Basic Chemicals & Polymers

tend to be more cyclical and very

sensitive to a number ofexternal variables,

including overall economic demand,

hydrocarbon feedstock costs, industry

capacity increases and plant operating

rates.

Segment results were mixedin1997

with Basic Chemicals & Polymers reporting

substantially improved operating profit as

compared wirh 1996 while Specialties &

Intermediates operating profit decreased

10.l percent.The Basic Chemicals &

Polymers business benefited from increased

ethylene glycol prices throu$out the first

three quarters of 1997 and improved poly-

ethyiene pricing through the first halfof

the year. In addition, the segment experi-

enced reduced average feedstock costs versus

1996. Specialties & Intermediates operating

profit was adversely impacted by increased

raw material costs, most significantly

ethylene oxide trans6rred from the Basic

Chemicals & Polymers segmenr at approxi'

mate market value, higher energy costs

and shipment disruptions associated with

railroad problems in the U.S. Gulf Coast

region. Average selling prices for the

Specialties & Intermediates segment were

negatively impacted by a much stronger U'S'

dollar as well as by increased competition,

principally in the segment's solvents, inter-

mediates and monomers product lines. On a

consolidated basis, sales volumes increased

by 5.1 percent, while fixed cost per pound

c) See Norr rnn to tbe financial statements for a d.iscussion of tbe special items included in operating proJit.



11,968

Vor,uivrr - MrlrroNs oF pouNDS
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In 1995 the corporations profitabiliry benefited from improved

pricing in virtually all product groups, with particular strength in

polyethylene through midyear and ethylene oxide and ethylene

glycol throu$our rhe year, modesr volume increases, lower everage

feedstock costs, conrinued benefits from ongoing productivity

improvemenr programs and strong parmership earnings. In addition,

1995 net income was enhanced by a nonrecurring after-rax gain

associated with the sales of the corporarion's investment in UCAR
International Inc., pardally offset by a number of nonrecurring

after-tax losses.

Hgbligbts of 1997 included:

I Completion of an ethanolamines unit atTaft,La.

I Startup of rhe EQUATE faciliry in Shuaiba, Kuwait

I Formation of Univadon Technologies, LLC, a50-50 joint
venture wirh Exxon Chemical Company ro research, develop,

marker and license leading-edge technologies and merallocene

catalysts for the production ofpolyethylene

I Signing of ajoint underraking wirh NOVA Chemicals, Ltd.,

to construcr, own and operare a new 2.8-billion-pounds-per-year

ethylene production faciliry inJoffre, Alberta, Canada

I Increase in the quarterly dividend per common share from

$0.1875 to$0.225

I Repurchase of 7.0 million common shares, bringing the toul
number of shares repurchased since the beginning of 1993 to

49.3 million

I Conversion of preferred shares held by the Employee Stock

Ownership Plan (ESOP) inro the corporarion's common shares

I Announcemenr of a new plan ro increase rhe target for annual

ner savings to $1.1 billion by year-end 2000, as compared with

199), and better-than-planned progress toward achievement of
this target

As 1998 progresses, pricing for Basic Chemicals & Polymers prod-

ucts is expected to continue to decline, The pace and exrent ofthe
drop cannot be predicred with any accuracy and is dependent in

part on developments in Asian Pacific economies, which are major

markets for these producrs. Feedsrock costs are expecred to decline

at least modestly from founh quarrer 1997 levels. Specialties &
Intermediates operating profit in 1998 should benefit somewhat

from a decline in raw material and energy prices. Moreover, the cor-

poration expecrs conrinued strong performance from rhe Specialties

& Intermediates partnerships as a group, and from licensing activi-

ties. However, as is the case with Basic Chemicals & Polymers, the

abiliry to anticipare firture resuks with any aca)r^cy is dependent on

the resolution and stabilization of Asian Pacific market conditions.

Cosrs PER PouND - cENTS,/PouND

EE PRoDUCTIVITY

1NU^,,rBER oF EMpLoyEES 1 1,ooor oF pouNDS/EMpLoyEE



The corporation regularly reviews its assets with the objective of

maximizing the deployment of resources in core operations. In this

regard, UCC continues to consider strategies and/or transacflons

with respect to certain noncore assets and other assels not essential

to the operation of the business that, if implemented, could result in

material nonrecurring gains or losses'

QuaNrrrerrvE AND Qvu,nerwn DrsclosuRrs

AAOUT MARKET RISK

The corporation selectively uses derivative financial instruments

to manage its exposure to market risk related to changes in foreign

currency exchange rates and interest rates. The corPoration does not

hold derivatives for trading purposes. The value of market sensitive

derivative instruments is subject to change as a result of movements

in market rates and prices. Sensitiviry analysis is one technique used

to evaluate these impacts. Based on a hypothetical 10 percent weak-

ening in the U.S. dollar across all currencies or a 10 percent increase

in interest rates, the potential losses in future earnings, fair values and

cash flows would not be material. This methodology has limitations;

for example a weakening U.S. dollar would benefit future earnings

through favorable ranslation of non'U.S. oPerating results'

Fonrrcrrl OprnerroNs

A portion ofthe financial results ofeach ofthe corporation's

segments is derived from activities conducted outside the U.S. and

denominated in currencies other than the U'S' dollar. Because the

financial results of the corporation are reponed in U.S. dollars, they

are affectedby changes in the value ofthe various foreign currencies

in relation to the U.S. dollar. Exchange rate risks are lessened, how-

ever, by the diversity ofthe corporationt foreign oPerations and

the fact that international activities are not concentrated in any

single non-U.S. currency. In addition, the effects ofa strengthening

U.S. dollar could cause pricing pressures on worldwide chemical mar-

kem which could result in declines in the corPoration's sales volumes'

The corporation is subject to other risks customarily associated

with doing business in foreign countries, including local labor and

economic conditions, unfavorable changes in foreign tax laws, and

possible controls on repatriation of earnings and capital' Future

losses associated with such risks, if any, cannot be predicted.

Sprcrarrrus e Ixrunurorerrs
Millions of dollars 1996

Serss

DspRr,cretIoN AND AMoRTIzATIoN

OpeRArtNc PRoFIT

Ceprrn.I- EXPENDITURES

IoeNtrrrlaLs ASSETS

$4453 $4,286 $+l?3

zr4 188 !e4
66? z+z 7o9

458 5?2 1e2

4,146 3,892 3,527

7997 Comparedwitb 1996

Sales of the Specialties & Intermediates segment increased

3.9 percent,as a result of a6J Percent increase in volume offset by

lower average selling prices' Average selling price reducdons were

due in part to a strengthening ofthe U.S' dollar against currencies

such as the German Deutschemark andJapanese Yen, as well as by

increased competition in solvents, intermediates and monomers

product lines. Additionally, shipments for this segment's products

were affectedby rail problems in the U.S. Gulf Coast region'

Variable margin (revenues less variable manufacturing and disribu-

tion costs) as a percentage of sales declined 2.2 percentage points,

from 44.6 percent in 1996 to 42.4 Percent in 1997 , while gross mar-

gin (variable margin less fixed manufacruring and disribution costs)

as a percentage of sales declined 2.4 percentage points to 24.6 petcent

in 1997 .Increases in the market-related transfer cost of raw materials

produced by the Basic Chemicals & Polymers segment' as well as the

increasing cost of natural gas, significantly affected these margins.

Fixed manufacturing and distribution costs for this segment

increased 53 percenr,or $40 million, from the previous yeart levels'

Selling, administration and other exPenses (SA&O) for this

segment decreased $5 million, or 2.0 percent. Research and develop-

ment expenditures decreased $2 million, to $tZ6 million, mainly

attributable to costs assumed by the corporation's new technology

venture, Univation Technologies.

Operating profit decreased $75 million, or 10.1 Percent, to

$667 million from$742 million in 1996. The current year oPerating

profit includes a charge of $t2 million for the write'off of certain

equipment associated with the corporation's ethylene propylene

rubber project.

7996 Compared with 1995

Revenues of the Specialties & Intermediates segment increased

4.0 percent,the result of an 8.9 Percent increase in volume partially

offset by a 4.7 percent decline tn av er age selling prices' The reduction

tn averageselling prices reflected the combined effect ofincreases in



SnrEs

DspnscrltroN AND AMoRTrzATroN

OpsRArrlrc pRoFrr

Caprrar ExpENDrruREs

IoeNtrrtasrp ASSETS

sales oflower priced products and declines in prices ofcertain prod-

ucts from the unusually high levels experienced in 1995. Variable

margin as a percentage ofsales dropped by 1.6 percentage points,

from 46.2 percenr in 1995 to 44.6 percenr in l996,while gross mar-

gin as a percentege of sales declined by 0.8 percenrage poinrs, ro

27.0 percent in 1996 ftom 27.8 percenr in 1995. Fixed manufacuring

and distribution costs were held at 1995 levels.

The segment's 1996 SA&O decreased 945 million, or 15.1 per-

cent, because of the inclusion in 1995 SA&O of a nonrecurring

$48 million charge for postemploymenr benefits. Excluding this

charge, SA&O increased $3 million, or 1,2 percent. Research and

developmenr expenditures increased $14 million, ro $128 million.

Operaring profit increased in 1996 to $742 million from

$709 million in1995.

1996 1995

polypropylene business of Shell Oil Companp offser by a9.7 percent

decrease in selling prices. Variable margin as a percenrage ofsales

declined from 46.4 percent in 1995 ro 34.6 percenr in 1996. Ethylene

glycol selling prices declined throughout the first three quarrers of
1996. While polyethylene prices improved beginning in the second

quarter of 1996, they nonetheless averaged below 1995 levels for the

full year. Raw material and energy cosrs rose during 1996, especially

in the fourth quarrer. Gross margin as a percenrage of sales declined

to 18.2 percent in 1996 as compared with 30.8 percent in 1995. Fixed

manufacturing and distribudon costs increased $24 million, or

7.4 percent, from 1995 to 1996, principally due to the acquisition

of Shell's polypropylene assets and business.

SA&O decreased $20 million, or 23.0 percent, versus 1995.

Prior year SA&O included a nonrecurring $20 million charge for
postemploymenr benefirs. Research and development expenditures

increased $1 million, to $31 million.

Operating profit declined to $162 million in 1996 from

$444 million in 1995.

Orarn
Millions of dollars

1996

$(8)

The Orher segmenr includes rhe operating profit (loss) of noncore

acdvities and financial rransacrions. The 1995 operating profit
included a nonrecurring pre-tax gain of $381 million from the sales

of the corporation's remaining interest in UCAR Inrernarional Inc.,

partially offser by a $191 million charge for unused office space,

principally ar rhe corporation's headquarters.

Cosrs Rrr,errNc To PRorEcrroN oF TrrE ENvTRoNMENT

Worldwide costs relating ro environmenral prorecdon conrinue

to be significant, due primarily to stringenr laws and regulations

and to the corporation's commitmenr ro industry initiatives such as

RESPONSIBLE CARE, as well as to its own internal standards.

In 1997, worldwide expenses related to environmental prorecdon for
compliance with Federal, state and local laws regulating solid and

hazardous wasres and discharge of marerials ro air and water, as well

as for wasre site remedial activiries, totaled $100 million. Expenses

in 1996 and 1995 were 9110 million and $138 million, respecdvely.

Such expenses were material ro operaring results in 1997,1996 and

1995, and will be marerial to operating results in future years. In
recent years, such environmenml expenses have decreased as the

corporation has made progress roward compledng major remedia-

tion projecrs. In addition, worldwide capital expenditures relating to

$?429
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L997 Compared with 1996

Sales of the Basic Chemicals & Polymers segmenr increased

I39 percent,largely as a result of ag.2percent increase in average

customer selling price coupled with a 3.2 percent increase in cus-

tomer volume. The increase in average cusromer selling price reflects

the strong increase in ethylene glycol pricing during tle first three

quarters of 1997 and improved polyethylene pricing throughout

the first half of the year. Variable margin as a percenrage of sales

increased to 39.9 percentfrom]4.6 percenr in 1996. Overall, rhis

segment benefited from an increase in gross margin as a percenrage

of sales rc 25.0 percent, compared with only 18.2 percent in 1996.

Fixed manufacturing and distribution cosrs increased by 3.T percent.

The segmenr's SA&O increased $8 million, or 11.9 percenr, over

the 1996 amount. Research and development expendirures were

unchanged from the prior year.

Operating profir of $386 million in 1997 represenred an increase

ofover 100 percent from the prior year.

7996 Compared witb 1995

Revenues of the Basic Chemicals & Polymers segmenr increased

2.2 percent, due to a 14.1 percenr increase in cusromer volume,

11.5 percent ofwhich was due to theJanuary 1996 acquisition ofthe

$r7

B,lsrc CxniurcArs & PoLyt{ERs

fy:!:t,"t-tlPyy*tlt,
OpBnarrNc nnorrr (loss)

1995



environmental protection, including those for new capacity and cost

reduction and replacement,in 1997 totaled $68 million, compared

with $43 million and $49 million in 1996 and 1995, resPectively.

The corporation, like other comPanies in the U.S., periodically

receives notices from the U.S' Environmental Protection Agency

and from state environmental agencies, as well as claims from other

companies, alleging that the corporation is a potentially responsible

party (PRP) under the Comprehensive Environmental Response,

Compensation and Liabiliry Act and equivalent state laws (hereafter

referred to collectively as Superfund) for past and future cleanup

costs at hazardous waste sites at which the corporation is alleged to

have disposed o[, or arranged for treatment or disposal of, hazardous

substances, The corporation is also undertaking environmental inves-

tigation and remediation projects at hazardous waste sites located on

property currently and formerly owned by the corporation Pursuant

to Superfund, as well as to the Resource Conservation and Recovery

Act and equivalent state laws.

There are approximately Il7 hazardous waste sites at which

management believes it is probable or reasonably possible that the

corporation will incur liabiliry for investigation and/or remediation

costs. The corporation has established accruals for those hazardous

waste sites where it is probable that a loss has been incurred and the

amount of the loss can reasonably be estimated' The reliabiliry and

precision of the loss estimates are affeaedby numerous factors, such

as the stage of site evaluation, the allocation of responsibility among

PRPs and the assertion of additional claims. The corPoration adjusts

its accruals as new remediation requirements are defined, as informa-

tion becomes available permirting reasonable estimates to be made,

and to reflect new and changing facts.

At Dec, 31,1997 , the corporations accruals for environmental

remediation totaled $264 million ($310 million in 1996). Approxi-

marcly 55 percent ofthe accrual (58 percent in 1996) pertains to

estimated future expenditures for site investigation and cleanup,

and approximarely 45 percent (42percem in 1996) pertains to

estimated expenditures for closure and postclosure activities' See

NorE SEVENTEEN to the financial statements for a discussion of

the environmental sites for which the corporation has remediation

responsibiliry. In addition, the corporation had environmental loss

contingencies of $159 million at Dec. ]1,1997,

Esdmates of future costs of environmental Protectlon are neces-

sarily imprecise, due to numerous uncertainties. These include the

impact of new laws and regulations, the availabiliry and application

of new and diverse technologies, the identification of new hazardous

waste sites at which the corporation may be a PRP and, in the case

of Superfund sites, the ultimate allocation of costs among PRPs and

the final determination of the remedial requirements. While esdmat-

ing such future costs is inherently imprecise, taking into considera-

don the corporation's experience to date regarding environmental

matters of a similar nature and facts currently known, the corpora-

tion estimates that worldwide exPenses related to environmental pro-

recrion, expressed in 1997 dollars, should average about $1 10 million

annually over the next five years. Worldwide capital expenditures

for environmental protection, also expresse d in 1997 dollars, are

expected to average about $50 million annually over the same period'

Management anticiPates that furure annual costs for environmental

protection after 2002will continue at levels comparable to the five-

year average esdmates.

Subject to the inherent imprecision and uncertainties in estimar-

ing and predicting future costs of environmental Prorection, it is

management's opinion that any future annual costs for environ-

mental protection in excess ofthe five-year everage estimares stated

here, plus those costs anticiPaled to continue thereafter, would not

have a marerial adverse effect on the corporadon's consolidated

financial position.

Lrrrcerrox
The corporation and its consolidated subsidiaries are involved in

a number of legal proceedings and claims with both private and gov-

ernmentai parties. These cover a wide range of matters, including,

but not limited to, product liabiliry; governmental regulatory pro-

ceedings; health, safery and environmental matters; employment;

patenrs; contracts, and taxes. In addition, the corporation continues

to be named as one of a number of defendants in lawsuits involving

silicone breast implants. The corporation supplied bulk silicone

materials to certain companies that at various times were involved

in the manufacture of breast implants. These cases are discussed in

more detail in Norp sEVENTEEN to the financial statements' In some

of these legal proceedings and claims, the cost of remedies that may

be sought or damages claimed is substantial. While it is impossible

at this time to determine with certainry the ultimate outcome of any

such legal proceedings and claims, management believes that ade-

quate provisions have been made for probable losses with resPect

thereto and that such ultimate outcome, after provisions therefor,

will not have a material adverse effect on the consolidated financial

position of the corporarion but could have a material effect on con-

solidated results of operations in a given quarter or year. Should any

losses be sustained in connection with any of such legal proceedings

and claims in excess of provisions therefor, they will be charged to

income in the future'



Plnrrrnsrrps ero Jonrr Vrrvrunrs
As described on page 8, rhe corporationt most significant

partnerships andjoint ventures are UOB Nippon Unicar, Aspell

Pohmeres, World Erhanol, Univation Technologies and Asian

Aceryls within the Specialties & Intermediates segment, and

Polimeri Europa EQUATE Petrochemicd Company, Petromont

Millions of dollars 1997

Ner serss

Cosr or sarss

DspnrctntroH

INcour FRoM opERATIoNs

INrrnssr ExpENsE

Pnovtsrol.t FoR rNcoME TAxEs

Ner Ixcolrs
UCC snene oF DTvTDENDS AND DrsrRrBUTroNs

Tor.tr nsssrs

Torel nrrno pARTy DEBT

NntAsssrs

Millions of dollars

Ner s,lres

Cosr op serss

DspnpcrA.troN

INcorue FRoM opERATToNS

INrenpsr ExpENsE

PnovrsroN FoR rNcoME TAxEs

and Albena & Orient Glycol within the Basic Chemicals &
Polymers segmenr.

The combined financial information of rhe partnerships and

joint ventures in each segment, and the corporation's proportionate

share thereof, are presented in the following rables.

CoMsrNep UCC's PnoponrroNere SHA,R.e(")

1996 1997 1996

{r'246 $2,4,8 $2,]'rr $ rrrog gr,o8z $trtt4
rB95 r,456 r,+86

340 )22

12 15

$ 224 $ 227 $ 257 $ rzz $ r43 $ r37

$ ro? $ ror $92
$ r,8tz $r,i69 g 8zo $ 757

249

{ +5t $ 56t { 277 $ 263

CorasrNeo UCC's PnoponrroNnre Ssenr(")
r996 1997 1996

$zroz8 $ r,930 $r,5r2 $ rro38 $ 965 $ zs6
rr66r r,575

51

720

5>

68o

39

567

5r6Z86

r87175

15

3t

3J8

6t76

5E8

S8

7988ss

46

68

35

rE

6r

16

tz6

g6

6Z 3+

II 17

Nsr lxcorus (Loss) $14 $ ('r) $18
UCC snnns oF DrvrDENDs AND DIsTRTBUTIoNS $rg $40 $o
Torar AssETS

Torer rHrRD pARTy DEBT

$t,98o $tt797 $l,6jo

744 56r
NsrAsssrs $ 985 $ 972 { 4rt $ 432
a)IncludesU'S.GAAPadiustmentsmadeb7tbecotportion,sucbasgoodwillandrelatedamortization,andadjustmentsneededtoconJorm

dndjoint lentures to thise ofIJCC.

Speciakiu & Intermediates

Basic Ch emicak b Polymerc



Speciakies tr Intermediates

The corporation's share of the net income of Specialties &

Intermediates partnerships and joint ventures decreased $21 million

in 1997. This decline resulted from the assumption of certain costs,

principally research and development, by the corporationt new tech'

nology venture, Univation Technologies, and decreased earnings of

World Ethanol, mainly attributable to lower prices and volumes

caused by a different mix of ethanol sales in 1997.

Increased earnings in 1996, as compared with 1995, resulted from

increased earnings from UOP being partially offset by the elimina'

tion of earnings of the polypropylene partnership with Shell Oil

Company. The 1996 and 1997 earnings from the polypropylene

business were included in the consolidated results.

Basic Cbemicals b Polymers

The corporation's share of the net income of Basic Chemicals &

Polymers partnerships and joint ventures increased $29 million from

1996 to 1997, dueto significant improvement in Polimeri Europa

and Petromont earnings, offset by increased preoperacing exPenses

of EQUATE. Strong results of our polyolefins partnerships in 1997

were the result of increases in worldwide polymer pricing over the

prior year.The decrease from 1995 to 1996 reflected losses from

Polimeri Europa and decreased earnings from Petromont, caused by

lower polyethylene prices and higher raw material costs, and the

recognition of preoperating exPenses of EQUME.

EQUATE Petrochemical Company commenced operations in

the fourth quarter of 1997 . Losses of $43 million for development

of this world-scale perochemical complex were recognized by the

corporation in 1997 ($23 million and $3 million in 1996 and 1995,

respectively). The corporation has severally guatanteed 45 Percent

(approximately $606 million at Dec. 3I,1997) of EQUATEs

debt and working capital financing needs until certain completion

and financial tests are achieved, If these tests are mev a $54 million

several guarantee will provide ongoing suPPort thereafter. The cor-

poradon also severally guaranteed certain sales volume targets until

EQUATE's sales capabilities are proved. In addition, the corporation

has pledged its shares in EQUATE as security for EQUATE's debt'

The corporation has political risk insurance coverage for its equity

investment and, through Sept. 30, 1998, substantially all ofits several

guarantee of EQUATEs debr

Otber

The corporation's remaining interest in UCAR International Inc.,

a manufacturer of carbon and graphire products, was sold in 1995'

Income (loss) t'rom corPonte inuestments carried at equity tncluded

$4 million in lgg5,rePresenting the corporations share of UCARIs

earnings in that year. Additionally, the corporation's share of divi-

dends and distributions from UCARwas $5 million in1995'

fNrrnrsr Exprrsr
Interest expense increased $3 million, from $76 million in 1996

to $79 million in 1997. This increase reflects the effect of a full years

interest expense associated with the 7.75 percent debentures due

in2096and an increase in short-term debt, partially offset by an

increase in capitalized interest associated with the corPorations

capital program. Interest exPense decreased $13 million from 1995

to 1996 as a result of increased capitalized interest.

Pnovrsror* roR INcoME Tlxrs
The effective tex ratewas 28'9 Percent in 1997 compared with

27 .9 percent and V}.2Percent in 1996 and 1995, respectively' The

corporation's effective tax rate was reduced in each ofthese years as

a result of foreign sales corporation income taxed at a preferential

rate and research and experimenrarion rax credits. The 1995 effecrive

tax r^te was increased as a result of taxes provided on the sale of

UCAR International Inc'

AccourvrrNc Crexcrs

1995 through 1997

In November 1997, rhe Emerging Issues Task Force reached

consensus on Issue 97'lS,"Accoundng for Costs Incurred in

Connection with a Consulting Contract or an Internal Project

That Combines Business Process Reengineering and Information

Technology Transformation," requiring companies to exPense as

incurred costs associated with business Process reengineering

activities. Effective Ocr.I,1997 ,the corporation adopted the

provisions of Issue 97'lV as a cumuladve effect of a change in

accounting principle, reversing $28 million ($17 million, aftet':ux)

of costs previously capitalized from 1995 throu$ the third quarter

of 1997.

Additionally in 1997,the corporation adopted Statement of

Financial Accounting Standards (SFAS) l28,"Earnings Per Shard',

and SFAS l29,"Disclosure of Information About Capital Structurel'

In 1996, the corporation adopted SFAS 123,'Accounting for Stock-

Based Compensationl'under which the corporation elected to con-

tinue following Accounting Principles Board Opinion 25' In 1995,

the corporation adopted SFAS l2l,'Accounting for the Impairment

of Long-Lived Assets and for Long-Lived Assets to Be Disposed

Of," the effect of which was not material.



1998

In June 7997 , the Financial Accounring Standards Board issued

SFAS 130,"Reporting Comprehensive Income," and SFAS 131,
"Disclosures About Segments of an Enrerprise and Relared

Information," for fiscal years beginning after Dec. 15,1997 .These
statements address presentation and disclosure mafters and will have

no impact on rhe corporadon's financial position or results of opera-

tions. The corporadon does nor anticipate a change in rhe identifica-

tion of irs business segments.

EffectiveJan. I,1998, Brazil was no longer considered to be a high-

ly infladonary economy. Had this change occurred effecdveJan. 1,

1997 , the effect on results of operations and financial position would
not have been material.

Yren zooo Issur
Most of the corporation's computer and process control systems

were designed ro use only mo digits ro represenr years. Thus they

may not recognize"}}" as represendng rhe year 2000, but rather

1900, which could result in errors or s1'srem failures. These systems

must be correcred in a timely manner to remain funcdonal.

The corporation is addressing the year 2000 issue in several ways.

Since 1995, the corporation has expended significant funds to

upgrade the bulk of irs commercial compurer sysrems ro enhance rhe

informadon available ro the corporarion. This upgrade will correcr

the year 2000 issue for the compurer systems ir replaces. The upgrade

will be implemented in three parts, rhe firsr of which commenced

operation in 1998. The remaining parts are scheduled for operation

by year-end. The corporation is reviewing the balance of its domesdc

and internarional internal processes, including hardware, sofrware and

control sysrems, and is assessing its external reladonships to address

potential impacts arising from interfaces with customers, suppliers

and service providers. Priorities are being set and required system

modifications are progressing. The corporation estimates irs world-

wide expenses relared to the year 2000 projecc could range berween

$20 and $50 million over rhe nexr rwo years. The corporarion believes

the year 2000 project will be completed prior to rhe year 2000.

However, considerable work remains to be accomplished in a limired

period of rime and unforeseen difficulties may arise which could

adversely affect the corporation's abilicy ro complete irs systems modi-

fications correcrl/, completely, on time and/or wirhin irs cost esrimare.

In addition, there can be no assurance thar customers, suppliers and

service providers on which the corporarion relies will resolve their

year 2000 issues accurarely, thoroughly and on dme. Failure ro com-

plete the year 2000 project by rhe year 2000 could have a material

adverse effect on furure operating results or financial condition.
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Llgrrrolrv, CalrrRr Rpsouncps AND Ornpn
FrNeNcrer Dnra

Cesa Fr,ow FnoM OpERATToNs

Cash flow from operations increased by $55 million ro $917 mil-
lion in 1997, as compared with $862 million in 1996.Increased

earnings for the year were offset by increases in working capitaf
principally rhe result of an increase in invenrory p ardally offset by
a decrease in nores and accounts receivable.

Casa Fr,ow Usro ron Irwrsrrvc
Cash flow used for investing includes capital expenditures, invest-

ments, advances and acquisitions, and proceeds from rhe sale of
investments and assets,

Capital expenditures increased ro $755 million in1997,from
$721 million in 1996 and $542 million in 1995. Major capital projects

funded during 1997 included a new CARBOWAX polyethylene

glycol and TERGITOL surfactants faciliqt, anethanolamines unit
and olefins expansion, all ar Taft, La., as well as a continuing upgrade

of the informadon technology infrasrrucrure. Major capial projects

funded during 1996 included an erhylene propylene rubber faciliry ar

Seadrift, Tex., expansion of ethylene production units at Thft, La., as

well as new cogenerarion facilities arTexas City,Tex.andTaft,La.,

and new informarion technology infrastructure. Major capital pro.
jects funded during 1995 included a new buranol unir a tTaft,La,,
an energy sysrems upgrade atTexas Ciry,Tex., newTRITON
surfacranrs production facilities ar South Charleston, W.Va. and

a new UNIPOL II polyerhylene production faciLiq atTaft,La.
Over the pasr three years 52percenr of capiral expenditures was

directed ro new capaciry, 44 percentto cost reducrion and replace-

ment, and 4 percent ro environmental, safery and health facilities.

Of rhese expendirures, g2percentwas in rhe U.S. and pueno Rico.

Investmenrs and acquisitions in 1996 included the purchases of
Shell's polypropylene assers and business and of 95 percent of
the ourstanding shares of Companhia Alcoolquimica Nacional, a
Brazilian producer of vinyl ace[are monomer. Invesrments and

acquisitions during 1995 included the $216 million acquisition of a
50 percent inreresr in Polimeri Europa a $134 million invesrment

in the EQUATE joinr vencure, and the $71 million purchase of
certain ethylene oxide derivadve businesses in the U.K.

Net proceeds from the sale of investments in 1995 included

$542 million from rhe sales of the corporarion's remaining interest

in UCAR International Inc.



At Dec. 3l,lggT,the cost of compledng authorized construcdon

projects was esdmated to be $1.375 billion, of which $50 million

is covered by firm commitments. Furure construction expendirures

are anticiPated to be sourced through oPerating cash flows and

borrowings.

Cesn Fr,ow Usrn ron FrNaNcrNc

Cash flow used for financing includes stockholder and minoriry

interest dividends and funds used to buy back common stock, offset

in pan by net proceeds from short- and long-term debt and sales of

common stock pursuant to the corporatioris dividend reinvestment

plan and its employee savings and investment Programs'

Cash flow used for financing inI997 totaled $132 million,

comparedwith$254 million in 1996 and$57 million in 1995'

Net borrowings totaled $306 million, while cash dividends totaled

$134 million.

InJanuary 1997, anewly formed real estate investment trust

(REIT) subsidiary issued $250 million of preferred stock bearing

a current dividend yield of 14 percent for 10 years and 1 percent

thereafter. In October lggT,thecorPoration paid $2a0 million in

cash to redeem the preferred stock shares. Cash dividends paid to

preferred shareholders of the REIT during 1997 totaied $25 million.

In September 1997 , the board of directors declared an increase

in the quarterly common stock dividend rc$0'225 per share' In

October LggT,rherustee of the Employee Stock Ownership Plan

(ESOP) exercised its right to convert all shares of the corporation's

preferredstock held by the ESOP into the corPorations common

stock This noncash conversion increased the corporation's common

stock outstanding at that time by 15.4 million shares'

In 1996, the corporation issued $200 million of 7 '75 percenr

debentures maturing in2096,the proceeds of which were used

to finance ongoing share repurchases and to pay down existing

short-term debt. In 1995 the corPoration completed a $400 million'

rwo-part public offering of debt securities.

On July 23, I9g7 ,the corporations board of directors authorized

an increase in the number of shares that may be repurchased under

the existing common stock repurchase Program by 10 million shares'

to znaggreg teof 60 million shares since inception of the program'

During 1997, pursuant to the share repurchase Program, the cor-

poradon repurchased 7'0 million shares of its common stock for

$337 million, er an averege effective ptice of ffi7'62 per share,

bringing the total amount repurchased since the beginning of 1993

to 49,3 million shares for $1'713 billion , 
^t 

an average effective

price of $34.69 per share. The corPoration intends to acquire

additional shares from dme to dme at prevailing market prices'

at a rate consistent with the combinadon of corporate cash flow

and market conditions.

At Dec. 1l,1997,there were no outstanding borrowings under

either the corporatioris existing $1 billion bank credit agreement or

its $500 million medium-term note Program'

DrrrRerros
Total debt outstanding ar year'endfor the past three years was:

;6e
$ 1,599 $ r,321

Year-end ratios of total debt to total capitd were:

1995

Dsnr RArIo 39.oo/o

Total debt consists of short-term debt, long'cerm debt and the

currenr poffion oflong-term debt. Total capital consists oftotal debt

plus minoriry stockholders'equiry in consolidated subsidiaries and

stockholderJ equiry.

-{-Nrr or ne ISSuANCE' -T-' --' AL

(a) Does not include 75,4 million sborcs issued in connection witb tbe ESOP preJerred

sbare conttersion.

Millions of dollars 1997 r996 1995

$r,719 $1,492 $r'254

INteRNerIoNel r68

r997 1996

snnnss REPU RCHAS E O-: rvtMl9lll



S elected F inan ciol D oto Union Carbide Corporarion and Subsidiaries
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Drrurnp -
INcoras BEFoRE cuMULATTvE EFFECT

OF CHANGE IN ACCOUNTING PRINCIPLE

Cuuuletrvr EFFEcT oF cHANGE rN
ACCOUNTING PRINCIPLE

Net rNcol,tp - coMMoN srocKHoLDERs

Clsn orvrpeNDs DEcLARTD

M]C,Rrpr PRICE - 1116s(a)

M,c,mEr pnrce - row(")

1996
B,c,Src -

Nsr tNcor,rp - coMMoN srocKHoLDERs
Dnurep -

Net rxcoun - coMMoN srocKHoLDERs

ClsH prvtopNDs DEcLARED

M.lmsr pRrcE - 1.116s(a)

Menrer pnrcs - row(")

a) Prices are based on New York Stock Excbange Composite Transactions,
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rQ

$rr638 9r,666
lr23l tr22O

407 446

29t

$ 1,501 $ r,559

l,Ogg l,l5O

+o2 409

245

626

4Q

383

8+

t47

130

130

87

r8r

r8r

zQ

87

r9r

r9t

r88

8z

247

r57

r57

r55

$r,659
r'Ig9

46o

29r

17g

$ r,s38

1,145

242

$rr53g

rrr56

zr6

0z)

$ r,jo8

r,r74

$6,502

418o6

t1696

,40
tP45

Gz)
6Eg

6sz

g 6,ro6

4,568

r,538)93

8r

334

3r27779/>

259

r57

r55

921175

170

$ r.+6

593

583

ro2

99

t6r

r59

3Q

173

zQ Yran

$ r.r7

r.r7

1.03

o.r875

49.38

40.50

$ r.l5

o.t875

$ r.34 $ r.o7 $ 5,o2

(o"r) (o.tr)
t.46 r.34 o.94 4.89

r.z8 r.r8 r.o4 4.53

o.rz) (o.rz)
t,z8

50.63

r.r8 o,92 4.4r
o.r875 o,4125

56.8r

o.?875

50.r3 56.8r
42.50

$ r,27

46.69

$ r.z2

4r,44 40.50

$ o.77 $ +,+3

1.Or r.o8 o.68 3.90
o.r875 o.r875 o.r875 v, /)

49.88 49.63 +6.25 +7,oo 49.88
36,63 39.oo 36.]8 39.oo ?,6.38



C o n s olidate d B alan c e Sh e et Union Carbide Corporation and Subsidiaries

Millions of dollars atDecember 37,

Asssrs

1997

$68Cnss lNp cAsH EQUIvALENTS

Norss AND AccouNTs REcEIvABLE

INvrNronres

OrHencunnsNT ASSETS

Tor^lLCunnsxr Asssrs

PnOPENTY, PLANT AND EQUIPMENT

Lsss: AccUMULATED DEPREcIATIoN

Nsr FIxso Asssrs

Corr{peNres cARRIED AT EQUITY

OtHsn rNvEsrMENTs AND ADVANcES

Tor,tr, IxvssrMENTs lNo Aovaxcss

Ornen lssErs

Tor^l,r,Assers

Lrnsrr,rtres lxp SrocrnoLDERs' Equrrv

AccouNrs PAYABLE

Snonr-rnntu DEBT AND cURRENT PoRTIoN oF LoNG-TERM DEBT

Accnuep INcoME AND oTHERTAxES

Ornsn A.ccnuED LIABILITIES

Tour, Cunnsxt LrAsrlrtrns

LoNc-reRM oBsr

PosrnBtrnsr"rENT BENEFIT oBLIGATIoN

Otrsn I-oNc.TERM oBLIGATIoNS

Derennsp cREDITS

Mrxonrry sTocKHoLDERS' EQUTTY rN CONSOLTDATED SUBSIDIARIES

CoNvenrtsrs pREFERRED srocr - ESOP

UHelruqsp EMpLoyEE coMPENsATIoN - ESOP

Srocrnot,peRs' EQUITY

Couuorv srocx
Avtnontzno - soo,ooo,ooo SHARES

Issurp - 154,609'669 SHARES

AopruoNar, PArD-rN c APTTAL

TneNsr,erroN aND orHER EgurrY ADJUSTMENTS

Rrrerxrp EARNTNGS

UNrenNrp EMPr,orEE coMPENsATroN - ESOP

Lrss: TnrasunvsrocK, Ar cost - t7,666'r64 sHARES

(28,169;24 rN t996)

Toral SrocKHoLDBRs' Equrrx

Totlr, LrlnrLrTIEs AND Srocxnor-osns' Equrtr

993

$94
Lro47

6o4 541

20r

rr866

7t7o7

1'927

]'78o
69o

/5

763

)>)

$6'964

273

429

/)
727

rso4
r,458

464

7t8

4r9

5t

191

t,87f

7'r59

3'750

1,4o9

69s

77

492

$6,546

$ 268

tlz

r)l

765

trz78

r,487

473

8rr

)or

29

r55

47
(ro+)

JP74

r55

)70

bt)
z,6z9

(so)

744

2.348

l,oo7

zrtt4

The Notes to Financial Staternents on Pages 25 through 40 should be read in conjunction with this statement'

$6'964 $6,546



C o n s oli dat e d St atem ent Income Union Carbide Corporation and Subsidiaries

Millions of dollars (except per share figures), year ended December 31,

Nsr Slrss
t995

$5,888
Cosr or SALES, ExcLUsIvE oF DEnRECTATIoN AND AMoRTIZATIoN

RrspnncH AND DEvELopMENT

SrrrrNc, ADMINTsTRATToN AND orHER ExpENsEs

DepREcrerroN AND AMoRTrzATroN

PentNpnsnrp rNcoME

OrHsn nrcoME - NET

Incotrru Bsrone IxrsREsr Expsxsn lxp
Pnovrsrox ron Ixcour TexBs
INtBnEsr ExpENsE

INcoms BsroRE Pnovrsrox ron Incotrre TA,xss
PnovrsroN FoR rNcoME TAxEs

lxco]rs op Coxsor.rp.lrso Co]rpA,NrEs AND panrrvsnsHrps

MrNonrty rNtpnest

lr.rcor,rn (ross) FRoM coRpoRATE TNVEsTMENTs cARRTED AT Eeurry
Ixconrn Bnrone Cutvrur,atrvs Errncr or Cn.l,xcn rx

Accouxtrxc Pnrxcrpr,n

CuMuretrvs EFFECT oF CHANGE rN AccouNTrNG pRrNcIpLE

Nsr lxcoMn

Pnerpnnpo srocK DIvIDENDs, NET oF INcoME TAxES

Ner llrcoMn - Couuox Stocxnor,psRs

Eenr.rrNcs pnn CouuoN SH,{ns

B,tSrC -
INcour BEFoRE cuMULATTvE EFFEcT oF cHANGE rN

ACCOUNTING PRINCIPLE

Cuuurertvr EFFEcT oF cHANGE IN AccouNTrNG pRrNcrpLE

Nsr rNcolar - coMMoN srocKHoLDERs

Drr,uruo -
IhrcoMe BEFoRE cuMULATIvE EFFEcT oF CHANGE rN

ACCOUNTING PRINCIPLE

CuMurartvs EFFECT oF cHANGE IN AccouNTING pRrNcrpLE

Ner hrcorrs - coMMoN srocKHoLDERs

!'568
r59

4rloo
r57

324

340

r33

37

t+4

382

8gZ679

38o46
8zg682

925593

to10

f21

3c.6]r2
r+1

)L

ry?
2+5

r,o45 921 r848

966 8+s 1,259

6o9

r4

('e)

626

Gz)

591 925

6sg

$ 652

$ 5.o2

(o.'r)

$ 4.89

$ 583

I !.43

$ 9r5

I:ft_

$ +.43 $ 6.65

4153

(o{r)
$ 4.4r

3.91 ,81

$ 3.90 $ 5.85Casn Drvrorxos Drcr.nnsp ppn CoMMox SH.nnr $ o.z8zS

The Notes to Financial Statements on pages 25 through rlo should be read in conjunction with this statement,

$ o.75 $ o.75



C on s oli dote d St otem ent Cash Flows Union Carbide Colporadon and Subsidiaries

Increase (decrease) in usb and casb equivalents

Millions of dollars, year endedDecember 37, r996

OpsRAtroxs

hqcoup BEFoRE CUMULATIVE EFFBcT oF CHANGE IN AccoUNTING PRINCIPLE

NoNclsn cHARGEs (cnnorrs) To NET INcoME

Drpnrcrarrorv AND An4oRTrzATroN

Drrunnrp rNcoux rAxEs

Nrr cerNs oN rNvEsrrNG TRANsAcrroNs

Ornrn

INcnslsn IN woRKING caprrll(")
LoNc-reRM AssETS AND LIABILITIES

Clsn Flow Fnolvr OpsRArroNs

Ixvasrrxc
Clprur expBNDrruREs

INvnsrupNts, ADvANcEs AND AceuIsITIoNs (rxcruorNc cASH lcqurnro)

S^us or rNvEsrMENTs

SAr.s or FrxED AND orHER AssETs

C^o,sn Flow Ussp ron lNvssrrxc
Frxexcrxc

CHlNce rN sHoRT-TERM osor (3 MoNTHs on rsss)

Pnocssps FRoM SHoRT-TERM DEBT

Rsplvr,tsNr oF sHoRT-TERM DEBT

Pnocpsps FRoM LoNG-TERM DEBT

RsplvMsNt oF LoNG-TERM DEBT

IssuaNcn oF coMMoN srocK

PuncnAse oF coMMoN srocK

Pnocesps FRoM suBsIDIARy pREFERRED srocK

Puncnlsn oF suBsIDIARy pREFERRED srocK

PlvnsNr oF DIVIDENDS

Ornen
Clsn Flow Ussp ron FINANCTNG

Eprscr oF ExcHANcE RATE cHANGES oN cAsH AND cASH EQUIvALENTS

CnANce IN cAsH AND cAsH EeUIvALENTs

Cesn aNo cesH EeuIvALENTs BEGINNING-oF-YEAR

C.a,sn lxp Clsn Equrvt exts Exo-or-YnA,n

Cnsn p^l,rp FoRINTEREsT AND INcoMB TAxEs

INrrnrsr (Nrr oF AMouNT ctu'rtuzno)
lvcoMs TAxrs

a) Net change in certain components ofworking capital
(errcluding noncash transactions) :

(Incrasc) &crease in current sets
Notes and accotmts receipable

Inentories

Otbct current assets

Increase (decrease) in payables and rccruds

(Incrme) in

(rg)
(r) bzg)

r86

(r++) (gr) (z+r)

(+a) (+)

340

(+z)

9r7

$ 593

862

3c,63r2

8z

16

86

76)

552

54r3

bss) (zrt) G+r)
(os) (za) (+tt)

(ero) (sa,) bez)

bz)
402

bo) 0o) (rr)
rr6

---- , t
\425)

q6

20,r4

44

bsz)
250

(r+")

Gt+)
(rr)

(rsz)

(')
(26) bss)

94

$68

r29

G++)

(rrr) G'o)
(') 0)

(rs+) $t)
(')

449 109

$94 $ 449

$66 $68

r (t")
('++)

E

0t+)
g(r+z)

340

t29169

.)

The Notes to Financid Statements on pages 25 through 40 should be read in conjunction with this statement.

s (sr)



C on s oli dote d Stotement
Stockbolders' Equity

Couuox Srocx
B^l,r,l,ucs A,t DBcBMBBR 3r

Anr>rtroxlr Plrp.In C.o,prr,rr,

BeraNcs lrJnNu.r,nv r

Put optroxs, Nrt
Issusp:

Fon rHr DyrorNo RrnvyrsruruNr
exo Srocx Puncnasr Pr,eN

Fon ruptoyrr sAyrNGs AND

INCSNTIVE PI,ANS

Epppct or coNvERsIoN oF pREFERRED

sHAREs nerp nv rHE ESOP

B^ll,Ancs lt Dncrunnn 3r

Tn txsr^lrron axo Ornnn
Equrrr AoyusrMENTs

B,c,rA,NCs arJ,lNuenv r

Tn tNsretroN AND orHER ADJUsTMENTs

Sers op BUsTNESsEs

Bar,.lxcs A,r Dncruaen 3r

RstA,rxep Eanxrxcs
BaraNcs ATJANUARY r

Nnt rNcorur - coMMoN srocKHoLDERs

Erpscr or coNvERsroN oF pREFERRTD

sHAREs nrrp ny rHn ESOP

Clsn prvrppNDs oN coMMoN srocK
BAl,axcs A,r Dnceunnn 3r

UxsaRNBp EMpr,oyss CoMpENsATron - ESOP

Bern r.lcE .l,r JaNulnx r

RecrassrrrcerroN DUE To coNvERsroN oF

PREFERRED sHAREs Herp sy rHs ESOP

SHanrs ALT.oCATED ro ESOP pARTrcrpANTs

BAl.nxce ^A,r DBcBMBBR 3r

TnsA,sunr Srocr
B,LuNcu,rrJANUARy r

CouuoN srocK REpuRcHAsB pRocRAM

Issuso:
Fon ran DrvrorNo RllvyrsrurNr

erp Srocx Puncnesa Prerv

Errrcr oF coNvxRsroN oF pREFERR.ED

sHAREs nrr,o ay flrr ESOP

Fon ra,rpr,orrl sAyrNcs AND

INCENTIYE PTANS

Bll lxcn .a,t Dxceunnn 3r

Torlr, SrocrHor,onns' Equrrr

Union Carbide Coqporation and Subsidiaries

1996 r995

Sulnrs Mrllrorvs
(Ix rnousaxos) or uolr,rns

SHlnrs MnuoNs
(lu rnouseNos) or ooluns

Ss,lnrs Mrruous
nrrHousexos) oFDoLLARs

t54r6to $ r5,5 r54,6ro $ r5s L54,610

$ 370 $ 343

(oo)

(z8s)

$47 $ 370

s (r) o Gr)

$ 369

z6 Gs)

17

$ 343

E (rs)

or ('8) G')

s (ro+) E (ll) E Gs)

)>

915583652

$2,629 $z,r4i $ r,333

(toz)

Goo) (ss) ror)
$3,o?4 gz,6z9 $ 2'145

(e')

$ (80)

z81169 $rroo7 19,5O2 $ 583 ro,r97 $ 289

7tg7r 340 tz,82t 550 r4,r27 426

Ges) b) (uz) b) (tzz) (s)

Gso)

0,szg) (oo) (l,g+z) (tts) (+,soo) Grt)
t71666 $ 744 28,t69 $r,oo7 r9,5oz $ 583

$2,i48

The Notes to Financial Statements on pages 25 through ,f0 should be read in conjunction with this statement.
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AccouxrrNc Porrcres

Natwe of Operations I Union Carbide

Corporation is engaged in rwo segmenrs

of the chemicals and plastics industry,

Specialries & Intermediares and Basic

Chemicals & Polymers. See Nors prvs.

Principles of Consolidation I The consoli-

dated financial staremenrs include the

accounts of all significant subsidiaries.

All significanr inrercompany rransacrions

have been eliminated in consolidation.

Investments in20 percerc- to 50 percent-

owned companies and partnerships are

carcied at equity in net assets. Other
investments are carried generally at cost.

The consoli&ted financial sraremenrs

have been prepared in conformiry with
gener dly accepted accounting principles,

which require the corporation to make

estimates and assumptions rhat affect rhe

reported amounts of assets and liabiliries

and disclosure ofcontingent assets and

liabilities at the dare ofthe financial state-

ments and the reported amounts of rev-

enues and expenses during the reporting

period. Acrual results could differ from

those estimates.

AccountingCbonges a In November 1997,

the Emerging Issues Task Force reached

consensus on Issue 97 -IS,"Accounting

for Costs Incurred in Connection with a

Consulting Contracr or an Inrernal

Project That Combines Business Process

Reengineering and Information

Technology Transformation," requiring

companies to expense as incurred costs

associated with business process reengl-

neering activities. Effecdve Oct.1,1997 ,

the corporation adopted rhe provisions

of Issue 97 -13 as a cumulative effecr of a

change in accounting principle, reversing

$28 million ($12 million, after ax) of
costs previously capitalizedfrom 1995

through the third quarter of 1997.

Additionally in 1997, the corporation

adopted Statement of Financial

Accounting Standards (SFAS) 128,

"Earnings Per Sharej'and SFAS 129,

"Disclosure of Information About Capital

Strucrurei' In 1996, the corporation

adopted SFAS 123,'Accounting for

Stock- Based Compensationj' under

which the corporarion elected to continue

following Accounting Principles Board

(APB) Opinion 25.In 1995, rhe corpora-

tion adopted SFAS 121,'Accounting for

the Impairment of Long-Lived Assers and

for Long-Lived Assets to Be Disposed

Ofl'the effect of which was not marerial.

Foretgn Cunency Trqnshtion r Unrealized

gains and losses resuldng from ransladng

foreign subsidiaries' assets and liabilities

into U.S. dollars generally are accumulated

in an equiry account on the balance sheet

until such time as the subsidiary is sold or

substantially or completely liquidated.

Transladon gains and losses relating to

operations located in Latin American

countries, where hyperinflation exists, and

to internarional operations using the U,S.

dollar as their functional currency are

included in the income staremenr.
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Financiallnstruments a Financial instruments are used to hedge

financial risk caused by fluctuating interest and currency rates. The

amounts to be paid or received on interest rate risk instruments that

hedge debt, accrue and are recognizedover the lives ofthe instru'

ments. Gains and losses on foreign currency risk instruments used to

hedge firm commitments are deferred and recognized as part of the

related foreign currency transactions'

Foreign currency instruments that are designated to offset flucrua'

tions in the dollar value offoreign currency accounts receivable and

payable and from earnings flucruations in anticipated foreign cur'

rency cash flows are marked to market and the results recognized

immediately as other income or orher exPense.

Cash Equivalenfs r The corporation considers as cash equivalents

all highly liquid investments that are readily convertible to

known amounts of cash and are so near their marurity that they

present insignificant risk of changes in value because of changes

in interest rates.

Inuentories I Inventories are stated at cost or market, whichever is

lower.These amounts do not include depreciation and amordzation,

the impact of which is not significant to the financial statements.

Approximately 67 percentof inventory amounts before application

of the LIFO method at Dec. 3I, 1997 (66 percent at Dec' )t' 1996)

have been valued on the LIFO basis; the'hverage cost" method is

used for the balance. It is estimated that if inventories had been val-

ued at current costs, they would have been approximately $348 mil-

lion and $329 million higher than reponed at Dec. 31,1997 and

1996, respectively.

Fixed Assets I Fixed assets are carried at cost. Expendirures for

replacements are capitalized, and the replaced items are retired'

Gains and losses from the sale of properry are included in income.

Depreciation is calculated on a straightJine basis. The corPoration

and its subsidiaries generally use accelerated depreciation methods

for tax purposes where appropriate.

Patents, Trademarks and Goodwill I Amounts paid for purchased

patents and newly acquired businesses in excess ofthe fair value of

the net assets of such businesses have been charged to patents, trade-

marks and goodwill. The portion of such amounts determined to be

aaributable to patents is amorrized over their remaining lives, while

trademarks and goodwill are emortizedover the estimated period of

bene6t, generally 5 rc 20 years.

Reseorcb andDeuelopmetf I Research and development costs are

charged to expense as incurred' Depreciation exPense applicable to

research and development facilities and equipment is included in

Depreciation and amortization in the Consolidated Statement of

Income ($12 million in1997,$11 million in 1996 and $14 million

in 1995).

z6

IncomeTaxes r Provisions have been made for de6rred income taxes

based on differences berween financid statement and tax bases of

assers and liabilities using currenth enacted tax rates and regulations.

EnuironmentalCosfs t Environmental expenditures are expensed

or capitalized as appropriate, depending on their furure economic

benefit. Expendirures reladng to an existing condition caused by

past operations and having no furure economic benefits are

expensed. Environmental expendirures include site investigation,

physical remediation, operation and maintenancc and legal and

administrative costs. Environmental accruals are established for

sites where it is probable that a loss has been incurred and the

amount of the loss can reasonably be esdmated. Where the

estimate is a range and no amount within the range is a better

estimate than any other amount, the corporation accrues the

minimum amount in the range and includes the balance of the

range in its reported contingencies.

RetirementPrograns r The cost of pension benefits under the

U.S. Retirement Program is determined by an independent actuarial

firm using the projected unit credit actuarial cost method, with an

unrecognized net asset atJan. 1, L986, amor.ized over 15 years,

Contributions to this program are made in accordance with the

reguladons of the Employee Resirement Income Securiry Act

of I974.

The cost ofpostretirement benefits is recognized on the accrual

basis over the period in which employees become eligible for benefits.

IncentivePhns I The corporation applies APB Opinion 25 in

accounting for the stock purchase plan and the stock option Portion

of its employee compensation plan. Compensation exPense is recog-

nized for other stock-based incentives issued under the long-term

incentive plan.

Reclassifications I Cerain prior year amounts have been reclassified

to conform with the current year's presentation.

TWO
FrN,c,Ncrer INstRuurNts

Fair values of financial instruments are esdmated by using a

merhod that indicates the amount at which the instrument could be

exchanged in a current transaction between willing parties, other

than in a forced or liquidation sale. The fair values of the financial

instruments included on rhe Consolidated Bdance Sheet were

estimated as follows:

Cqsh, Short-TermReceivables and AccountsPayable I At Dec. )I'1997

and 1996, the carrying amounts approximate fair values because of

the shon maruriry of these instruments. The corporation did not



have any foreign currency forward contracts outstandingatDec.3l,

1997 ($38 million at Dec. 3I,1996) to hedge fluctuations in the dol'

lar value ofshort-term foreign currency receivables and payables.

Oumtanding foreign currency forward contracts and opdons

used as a means of offsetting flucruations in the dollar value of
other foreign currency accounts receivable and payable and earnings

fluctuations from anticipated foreign currency cash flows totaled

$185 million at Dec. 31,1997 ($tAA miflion at Dec. 3I,1996).

During 1997 and1996,the averege fair values of, and the resultant

gains and losses associated with, these contracts were not material.

lwestments r The corporation's investments in equiry companies,

partnerships and other businesses generally involvejoint ventures for

which it is not practicable to determine fair values.

Long-TermReceivobles I The fair values of long-term receivables are

calculated using current interest rates and consideration ofunderly-

ing collateral where appropriate. The fur value, which approximate

the carrying values of $85 million and $51 million, are included in

Otber assets in the Consolidated Balance Sheet at Dec.31, 1997 and

1996, respectively.

Debt I The corporation uses various rypes of financial instruments,

including interest rate swaps and forward rate agreements, to manage

exposure to financial market risk caused by interest rate fluctuations.

An interest rate swap held at Dec. 3I, 1997 and 1996, had a nominal

carrying amount and fair value.

CarryingandFair Values r The carrying values and fair values of the

corporatioris investments, long-term receivables and debt financial

insrruments at Dec. 31,1997 andl996,are summarized in the table

below. Fair values are based on quoted market values, where available,

or discounted cash flows (principally long-term debt).

Supptsl\lrxtARy BALANcg SHsrr DernIr

Millions of dollars atDecember 37,

Norss lxp AccouNTs Rscsrv^trsls

Tneoe

Orrren

Lsss: ArrowANcE FoR DouBTFUL AccouNTs

Ixvnxronrss
Rew ulrpnr.e,Ls AND suPPLIEs

Wom rN PRocEss

Frxrsgpo cooDs

Pnonnntr, Pr,,lxr lxo Equrnuuxt
LeNo lNo TMPRoVEMENTS

BunorNcs

MecHrr.renv IND EeuIPMENT

CoNsrnucuoN IN PRocRESS AND orHER

OrnnnAsssrs
Dprsnnsp cHARGEs

INsuReNce REcovERY RECEIVABLES

Loxc-tpnu REcEIvABLEs

PetpNrs, TRADEMARKS AND GooDwILL

Oturn AccnuED LrABrLrrrEs

Accnuep AccouNTs PAYABLE

PnynorI,s

ENvtnoNusNTAL REMEDIATIoN cosrs

PosrRsrrnsMENT BENEFIT oBLIGATIoN

EMproves PRoFIT sHARING

Orrrpn.

Ornsn Louc-Trnu Ostrcltroxs
ENvrnoNupt trAL REMEDIATIoN cosrs

Pnooucr LTABTLITY cosrs

Itr4pernMpr.rt oF uNUSED oFFIcE sPAcE

PostEuptovlvlENT BENEFITs

OrHsn

Tnlxsr.arrox lxo Ornnn
Equrrv Ao;usrMENTs

ClNeoe
Eunops

Fln Ensr s OrHen

THREE

r997 1996

$ 826 $ 846

r78

rroo4 1,O57

$ 993 $r,o47

$ r35

$ 604 $ 541

$ 328 $ 326

193

6123o j,795

645

10

6z

?73

742

$7t7o7 $ 7,r59

$ 227 $ 193

r35

$ 555 $ 492

$ 335

33

5r

2t.

$ 765

$ 196 $ 252

s Gd s (++)

b) 18

Gt)

85

rr396

S6

58

I

l-

Millions of dollars

atDecember 37,

Assers (Lreurrrrrs)
IuvBstr,rnNts lxo

RECEIVABLES

SHonr- lNp
LONG-TERM DEBT

Flrn, Cennvruc Fntn

V^Lrus AuouNr Verus
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FOUR
SupprsMsNtAny lNco^as Srlrs^{ENr Dnrer

Millions of dollars

Srunrc, Apurxrsrnl,TroN AND

OtnsnExpsxses
Spr,rrNc

Apruwrsrn-e,troN(")

OrHEn ExPENsEs

9r24 $r3o grzS

$324 $)zr $87

- $- $8j

(6)

- (rst)

616

Millions of dollars

Nsr SAl,es

Specrerttps & INtsntr4snrnrns

Bestc CHslarcAls & Porytt.eRs

INrsRsEcnreNT ELrMrNATroNs

PannrsRsnrp Ixcolrs
Spscrartres & INtsRMepreres

Basrc CnsMrcALs & Poryusns

Dspnscrltrox lxp
Auonrtzatrox

Spscrarrrss g INrenMspreres

BesIc CHervrcAls & Poryusns

OpsRAtrxc Pnorrr (Loss)

SpBcrerrtns & IxteRMporetps

Bastc CHs^,rrcALs & PoryMsns

Ornen

Clprur, ExpBNDrruREs

Spscrerrrps & h.rtsRMsorerps

B,c,stc CHervrrcAl,s & Por,yuens

1996

$ 41457 94,286 $ 4't23

z,o8o

bz') b's)
$615oz g6,ro6 9 j,888

gu6 $ r34 $ 130

s r33 $ 14+ $ r5z

$ 2r4 g r88 $ r94

rz6 tr2

$ 340 $ ,r2 $ 306

$ 667 $ 7+2 $ 7o9

444

195

$ rP45 $ 921 $ r,348

$ 458 $ 522 $ )92

297 r50

r86t2l

7)74
17

Orsnn Incomr (Exnnxsr) - Nnr
GeINs oN sALEs AND DrsPosALs oF

BUsrNEss AND orHER Assers6)

INvrstunNt AND TNTEREST rNcoME

FonErcN cunRENcY ADJUSTMENTs

UNussp splcs cHancs(.)

Ornen

(s)

$37 $31 $245

Ixtnnnsr Expexss

INrEnssr Ncunneo(d)

Less: rNtsnssr CAPITALIZED AND

OTHER ADJUSTMENTS

$r3o $r2r $ 119

a) Includes a cbarye oJ $68 million for postemployment ben$u in 1995.
b) Includes for 1.995 a $381 million gain from tbe sales oJ tbe corporation's remaining

interest in UCAR International Inc.
c) See rore srxrEEN.
d) Includes $12 million in 1997, 1996 and 7995, representing tbe intercst comlonent

oJ certain leases.

FIVE
BusNsss eNo GrocnepHrc SEGMENT INronuerroN

The company's operations are classified into rwo business seg-

ments. The Specialties & Intermediates segment includes the cor-

poradon's speciahy chemicals and polymers product lines, licensing

and solvents and chemical intermediates. The Basic Chemicals &
Polymers segment includes the corporarion's ethylene and propylene

manufacmring operations as well as dre producrion of firstlevel

ethylene and propylene derivadves - polyethylenc polpropylenc

ethylene oxide and ethylene glycol. The corporadon's noncore opera-

tions and financial transactions are included in the Other segment.

$ 755 $ 72r $ 5+2

IpsxtrptA,nr,E AssETs

Spncrertres & INtsRMsnrerns

Besrc CHelrrcAI-s & Poryuens

Otnsn

$4rt46 $3,892 $3,527

2t54o zBzB 2'o95

$6,964 $6,546 96,256

Sales of the Basic Chemicals & Polymers segmenr include inter-

segment sales, principally er$ene oxide, which are made ar dre esri-

mated market value of the products transferred. Operating profit is

Income Before Interest Expense and Provision for Income Taxu.

The operating profit of the Specialties & Intermediares segmenr

for 1997 includes a $12 million charge for rhe write-offcenain

eguipment associated with the corporations ethylene propylene

rubber project.

t6z386

(s)

6l+)26278

I

5r +5 30

$79 $?6 $89

z8



The operating profit of the Specialties & Intermediates segment

for 1995 includes a $48 million charge for postemployment benefits

and an increase of$12 million in depreciation expense related to a

reducdon in the depreciable lives of certain comPuter equipment'

The operating profit of the Basic Chemicals & Polymers segment

for 1995 includes a $20 million charge for postemployment benefits.

Other operating profit for 1995 includes a gain of $381 million on

the sales of the corporation's interest in UCAR International Inc.

and a charge of $191 million for furure lease costs on unused office

space, primarily at the corporation's headquarters'

Net sales, operating profit (loss) and identifiable assets by

geographic area were as follows:

1996

Npr Sllns
UNrrpp Srares s Puenro fuco(") $4,634 $4j36 $4,o7r

SIX
Acqulslrrous AND DIVEsTITUREs

In April 1997,the corporation and Exxon Chemical Company

formed Univation Technologies, LLC, a 50-50 joint venrure for

the research, development, marketing and licensing of polyethylene

technology and metallocene catalysts.

InJanuary 1996, the corporation purchased the polypropylene

assets and business of Shell Oil Company. The purchased assets,

located in the U.S., consist of Shell's polypropylene technology and

manufacturing facilities and polypropylene assets previously held

jointly by both companies.

In February Igg6,rhecorporation purchased 95 percent ofthe

outstanding shares of Companhia Alcoolquimica Nacional, a

Brazilian producer of vinyl ecetate monomer.

InJuly 1995, the corporation and two Kuwaiti corPorations,

Petrochemical Industries Company and Boubyan Petrochemical

Company, formed EQUATE Petrochemical Company, ajoint ven'

rure for development of a world-scale petrochemical complex in

Kuwait. EQUATE commenced oPerations inl997'

In March 1995, the corporation acquired 50 percent of the equity

of Polimeri Europa S.r.l., a producer of ethylene and polyethylene

resins, from EniChem S.p.A. for $216 million. EniChem retained

the other 50 percent.

In February 1995, rhe corporation purchased certain ethylene

oxide derivative businesses &om Imperial Chemical Industries of

London for $7lmillion.

In January 1995, thecorporadon and Mitsubishi Corporation

concluded the sale of newly issued common stock of UCAR

International Inc. to a new comPany formed by Blackstone Capitd

Partners II Merchant Banking Fund L.P. and a repurchase of certain

shares by UCAR that resulted in Blackstone ecquiringa75 Percent

interest in UCAR. The corPoration received $343 million in net cash

proceeds and retained a25 percent eguiry interest in UCAR. This

rransaction resulted in a gain of $220 million ($154 million after-

tax). In August lgg5,thecorporation joined in UCARS initial public

offering to sell its remaining equiry interest in UCAR for net cash

proceeds of $199 million. This sale resulted in a gain of $161 million

($99 milliott after -tax)'

INtsnNlrtoNAL oPERATIoNS r,868 t,8t7
g 6,ro6 g j,888

OpsRAtrNc PnorIr (Loss

UNlrsp Sreres s PuBnro Rlco $ 957 $ 8zo $ t,zz8

CeNeo,c.

Eunops

LArrN Atiaenrce

Fln Elsr e OruEn

CnNepl
Eunope(b)

LlrrN AMenrcl
Fen Elsr s OrsBn
INrrn NerroNAL oPERATIoNs

[NrpnsBcuENT ELIMINATIoNs

Iusxtrrrlnrp Asssts
UNrrEp Surss s Pusnro RIco

Crc.NA.Oe

EuRopB

Lerrx Aupzuce
Fen Ersr e OtnEn
INrrnNerroNAL oPERATIoNS

INrpnspc^aeNT ELIMINATIoNS

OrHBn

\?? tll , t42

68t 69+ zr9

2E z1z8 2zz

756 7jr 729

2?

7

t2

4r

z8

+]
(u)
37

958g

(')
$ rio45 $ 92r

?78 498 40+
2?2 22+ r91

279 )r2 322

trl9r r,2+9 L,rg+

(o) (o) __l9)
278 326 6l+

$6,964 $6,546 $

a) Includes expoil sales oJ $894 m;llion in 1997 ($743 mitlion in 1996 and

5732 million in 1995).

b) lncluded in 7997 are bigber costs associated with expansion and maintenance oJ

the corporation's Wikon, U.K. Jacility'

36

59

t2

29

r27

nl

5$or $4,977 $ +,+3j
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SEYEN
INcolrs Trc,xss

The following is a summary of the U.S. and non-U.S. componenrs

of Income Before Provbion for Income hxa:

The following is an andysis of incorne rax eq)€nse:

Millions of dollars Ju the year enledDuenbu 31,

U.S. FepeRAl rNcoME TAxEs

U.S. susrNess AND REsEARcH AND

EXPERIMENTATION TAX CREDITS

U.S. sr,c,re AND LocAL TAxEs BASED oN INcoME

NoN-U.S. rNcoME TAxEs

Millions of dollars atDecembir 37,

DgpnrcrettoN AND AMoRTrzATroN

PosrnsrrREraENT AND posrEMpLoyMENT BENEFTTs

ENvrnoNuBrsrAL AND LrrrcATroN cosrs

Serr/rsasesncK AND RELATED DEFERRALs

OrHsn

$ro? $79

(rz)

47

r99?

Cutnrlrt f,hrsnnso

It'+ t6d

r996

CunnsNr DspsnREo

r995

Cunnsxr DnrsnRgo

$332 E(z+)

b)

(rg8z

5+

r54E6

gt

19,

Pnovrsrorg pon lxcolrs TAxss

The tax effects oftemporary differences that gave rise to significant ponions ofthe deferred tax assets and deferred tax liabilities are

as follows:

1997 t9g6

Drrnnnco
Asssrs

9-
zL6

Drrgnnro
Lnnruttgs

f+{rt

2+'

Derennep
Assrrs

$-
229

DspsRREo

LrAarrrflps

$435

246

r33

68r6t+

I

I

Gnoss DBFERRED TAx AssETs AND LrABrLrrIEs

Nrr DsrsRRBp T.o,x Lrenrr,rry

Net noncurrent deferred mx liabilities of $?53 million (gtlZ mi-
lion in 1996) are included in Defened oedits in the Consolidated

Balance Sheet. Net current deferred tax assets of $135 million

($118 million in 1996) are included in Otbu current sssefs. Net non-

curent deferred tax assets of g5 million ($7 million in 1996) are

included in Other assets.In 1997 and 1996 there were $2 million in

???

non-U.S. net operadng loss carryforwards included in the deferred

tax assets aborre.

Undistributed earnings of affiliates intended to be reinvested

indefinitely amounted to approximately $469 million at Dec. 31,

1997 (W3 million at Dec. 3l,1996).Derermination of deferred

taxes related to these earnings is not practicable

tbe year endedDecember 31,

30



Tex,c,r sTATUToRY FppsRAI- RAre

Taxes RELATED To oPERATIoNS

OUTSIDE .rHE U.S.

U.S. srers AND LocAL TAxES

BASED ON INCOME

FonrrcN sALEs coRPoRATIoN

BusrNess cREDITS

OrHen, Ner

CoNsortperBD EFFEcTIVE

INCOME TAX RATE

o.3 o.3 1.o

(z.s) (ro)

('.r) Qd (r')

z8.g% 27,9o/o 30,2%

An analysis of the difference between Pro vision t'or income taxes and

the amount computed by applying the statutory Federal income tax

rete to Income Bet'ore Provision Jor Income Taxes is as follows:

PsncpNtlcp op

Pne-T,tx INcor,ts

Year endedDecember 37, 1997 1996

,5,o% 31o%

The corporation's companies earned at equiry, classified as

corporate investments, include Polimeri Europa S.r.l., EQUATE

Petrochemical Company K.S.C., Nippon Unicar Company Limited,

Alberta & Orient Glycol Company Limited, Asian Aceryls Co', Ltd.,

several smdler entities and, in 1995, UCAR International Inc'

Conpoutr INvestt"tsNts

r99Z 1996 1995

i2t 48 $2,059 $r,73r

rr8r4 r,6g]

UCCSrnnsoe
Nsr lxcolrn (Loss) o ('o) $+7

CunnpNr AssETS

NoNcunnsNr ASSETS

i gtt $ 827

71252 z,gt8

Torlr ASsETS 4t85 J,795

CunnsNr LIABILITIEs

NoNcunnnNr LIABILITIES 2847

ToTnT LIABILITIES 2,779

966 tror6

$ 4r2 $ ++4

a) lncludes $756 fiillion net sales to the corporation in 1'997

($153 nillion in 1996 and $167 nillion in 1995).

Dividends and dissibutions received fromjoint venrures and

partnerships aggregated $126 million in1997 ($t4t -illlon in 1996

and $97 million in 1995).

119

96

872EIGHT
PAntNsnsFlrns nNo JoINr VENruRss

The following are financial summaries of 3? percent'to 50 per-

cent-owned Companies carried at equity.The corPoration's most

significant companies carried at equity, classified as partnerships,

include UOP LLC, Petromont and Company, Limited Partnership,

Aspell Polymeres SNC, World Ethanol Company and Univation

Technologies, LLC. The corporation purchased the balance of the

Union Carbide/Shell polypropylene partnership inJanuary 1996

(see Nore stx).

Pn,ntNsnsHrps

1996

Npr Sarss(")

Cosr op selps

DspnscrltloN
P.nntNEnssrp rNcoME

$2ro76 $2,ro9

$38

2+9

UCC Sn,{ns or
PlnTxsnsHrp INcoilrs $ r33 $ r++ $ r52

CunnsNr ASsETs $ ?46 $ 704
886

r163z r,5ro

CunnBNr LIABILITIES

NoNcunneur LIABILITIES 7rt
Torer LTABILITIES trt6z

Nst esssrs

UCCEqunr $ 2?8 $ 25r

a) Includes $208 nillion net sales to tbe corporation in 7997

($159 million in 1996 and $177 miltion in 1995).

66

283

8l !r
242

J85

5r7470

r995

Millions of dollars

Npr Slr-ss(")

Cost or selss

DepnscratroN

Ner rNcour (loss)

Npt esssrs

r29

r995

NoNcunnEur ASSETS

Toter, lsssts



r996

54
t,497

to

NTNE
LoNc-Trnru Desr

6.7570 Norrs DUEzooS

6.797o DnnTNTUREs DUE zoz5b)

7.oo7o Norns DUE 1999

7, 5oo/o DnztNTURES DUE 2025

7.7 5o/o DnoaNrunns oue zo96

7.87 5o/o DpssNrunrs DU E 2o2l

8.75% Drerr.rruREs DUE zozz$)

PorlutroN coNTRoL AND orHER FAcILrry
OBLIGATIONS

O:rHsn DEBT - vARIoUS MATURITIES AND

INTEREST RATES

$ r25

r'4/63

Lpss: p.lyllrNTs ro BE MADE wITHIN r yEAR

$r'458

a) Holders mo! request redemption of tbese debentures from tbe corporution on

June 1,2005.

b) Redeemable at tbe option oJ tbe corporation on or after Aug, 1,2002.

The corporation has a credir agreemenr with a group of banks

providing the corporation with $1 billion in credir through January
2002,bw with the oprion, subject to cerrain conditions, ro increase

the available credit by $250 million and to extend the maruriry date

ofthe agreement by one year on a rolling basis. Several opdons

are available to borrow at floadng interest rares based on LIBOR
(London Interbank Offered Rate) or Cercificate of Deposit Rate on

a revolving basis.

In 7997 , the corporation established a medium-term nore program

that allows for borrowings of up ro $500 million. Notes issued under

the program will have a macurity of nine months or longer and will
bear interest at either a fixed or floadng race determined by reference

to interest rare formulas.

At Dec. 31,7997 , rhere were no outstanding borrowings under

either the corporarion's credit agreement or irs medium-term

note Program.

Inl996,the corporation issued $200 million of 715 percenr

debentures maruring in 2096,The marurity of rhe debenrures

may be shortened under certain circumstances to preserve the

deductibiliry of interesr payments for Federal income rax purposes.

The corporation's credit agreement and the indentures under

which notes and debenrures are issued contain covenants normal

for rhese rypes of instruments, These covenants place cerrain limirs

on the corporations abiliry to merge with anorher entiry, sell assets,

engage in saleleaseback ffansacrions, incur debt or create liens on

assets. In addition, the credit agreemenr requires the corporation to

meet leverage and interest coverage tests.

Polludon conrrol and other faciliry obligarions represenr srare,

commonwealth and local governmenral bond financing of pollution

control and other facilities, and are treated for accounting and tax

purposes as debt of the corporation. These tax-exempt obligations

marure ar various dates from 1998 rhrough 2023 andhad en avenge

annual effecdve interesr rate of 7 ,2 percent in 1997.

The weighred average and effecdve interest rates in 1997 on the

corporation's fixed'rate debt, orher rhan pollution conrol and other

faciliry obligat ions, werc 7 .7 percent. The corporarion's weighted

^venge 
interest rare on shon-term borrowings outstanding as of

Dec. 31, 1997 was 6.4 percent (6.3 percent ar Dec. 3I,1996).

Payments due on long-term debt in the four years following 1998

are: L999,$182 million; 2000,$2I million; 200I,923 million, and

2002,$16 million.

TEN
MrNonlry INrenrsr

InJanuary 1997, a newly formed red esrate invesrmenr rrusr

subsidiary issued $250 million ofpreferred stock bearing a currenr

dividend yield of 14 percent for 10 years and 1 percent thereafter.

In October 1997, the preferred shares were redeemed for

$240 million.

250

175 175

r50

175

125

175

rr7

242
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ELEVEN
E^r,nNwcs Psn SHIRE

Basic and diluted earnings per share (EPS) are cdculated based upon the provisions of SFAS L23,adopted,nL997t

In millions (except share and per sbarc amounts) 1997

Besrc -
INcoMs BEFoRE cUMULATIvE EFFEcT oF CHANGE IN AccoUNTING PRINcIPLE

LBss: DryDsNDs oN ESOP sH,c,Res, PRE-TAX

AppnrcrlrroN oN ESOP sHAREs REDEEMED FoR cAsH

INcotrlg BEFoRE cUMULATIvE EFFECT oF CHANGE IN AccoUNTING PRINcIPLE

ADJUSTED FOR BASIC CALCULATION

CuMullrtvs EFFECT oF CHANGE IN AccoUNTING pRINcIpLE

Nsr rNcoI\,tB-coMMoN srocKHoLDERs, ADJUSTED FoR BAsIc CALcULATIoN

$ 676

(zt)

$ 627

WercHtsp AvERAGE sHAREs oursrANDING FoR BAsIc cALcULATIoN rtf,r$'irogt t3t,oz9,6zr r37,2r9,676

ElnNrxcs PBRSHARB -
Iwcour BEFoRE cUMULATIvE BFFEcT oF CHANGE IN AccoUNTING PRTNcIPLE

Cuuurlrrvp EFFECT oF cHANcE IN AccoUNTING pRrNcIpLE

Nsr Ncor\,rs-coMMoN srocKHoLDERs

DrI,urso -
INcour BEFoRB cuMULATIvE EFFBcT oF CHANGE IN AccoUNTING PRINCIPLE,

ADJUSTED FOR BASrC CALCULATION

Prus: DIvroeNDs oN ESOP snlnes, pRE-TAx

Lessr AporrroNlI. ESOP coNTRTBUTIoN RESULTING FRoM AssuMED

coNvERsroN or ESOP sHAREs

INCOTTIS BEFORE CUMULATIVE EFFECT OF CHANGE IN ACCOUNTING PRINCIPLE'

ADJUSTED FOR DILUTED CALCULATION

Culaullrrvs EFFEcT oF cHANGE IN AccoUNTING PRINcIPLE

Ner rhrcoMe-coMMoN srocKHoLDERs, ADJUsTED FoR DILUTED cALcULATIoN

WsrcHreo AvERAGE sHAREs oursrANDING FoR BAsIc CALcULATIoN

Aop: Eppecr oF srocK oPTIoNs

Errscr or EeurrY PUT oPTIoNs

SHlnss IssuABLE upoN coNvEpsloN oF THE conpourroN's CoNVERTIBLE

ESOPsnmss

W'srcHreo IVERAGE sHAREs oursrANDING, ADJUSTED FoR

DILUTBD CALCULATION

ElnNrxcs PBRsHARB -
INcoMs BEFoRE CUMULATIVE EFFEcT oF CHANGE IN AccoUNTING PRINcIPLE,

ADJUSTED FOR DILUTED CALCULATION

Cuvure,rrve EFFEcT oF cHANGE IN AccoUNTING PRINcIPLE

Ner rNco[ls-coMMoN srocKHoLDERs, ADJUsTED FoR DILUTED CALcULATIoN

$ 593 $ 925

(c) Gr) Gr)

644 j8o

Gz)
$ 580 $9l2

g 5.o2 $4.4) $6.65

(o.rr)

$,+.E9 $4,+3 $6.65

$ 644 $ 580 $ gtz

G) 0) (')

924,

Gz)

$ 635 $ 592 $924

tzSrtSsrogt t3t,ozg,6zt r37,219,676

4'p94,969 4'495,656 4867,r5)

+o3

rrr739ro96 t6,tzo1754 16B+tB6j

r43r959'o98 r5r,646,+14 tS7,9z8,196

$ 4,59 $3.90 $ 5.85

(o.rz)

$5.85

9r2

t313

652 592

I

i

t)

$ 4.4t $3.90



TWELVE
RsrrnrMsNr Pnocnaus

PensionBen$ts r The noncontriburory defined benefit redremenr

program of Union Carbide Corporation ("U.S. Redrement Program')

covers substandally all U.S. employees and cerrain employees in
other countries. Pension benefits are based primarily on years of
service and compensation levels prior ro retiremenr. Pension coverage

for employees of rhe corporation's non-U.S. consolidated subsidiaries

is provided through separate plans, ro rhe extenr deemed appropriate.

Obligations under such plans are principally provided for by deposir.

ing funds with trustees.

The components of net periodic pension cost for rhe plans com-

bined are as follows:

Millions of dollars

1996

The funded status of the plans combined is as followr,

Millions of dollars at December 37,

AcTueRrar pRESENT vALUE oF pLAN BENEFITS

Ac cv uv t tr t o BENEFTT oBTIGATToN

Vrsrro

Norvvrsrro

Pnolrcruo BENEFTT oBrrcATroN

Fetn velup oF ILAN ASSETS, IRIMARTLv

INVESTED IN COMMON STOCKS AND

FIXED-INCOME SECURITIES

PraN essgrs rN ExcEss oF pRoIEcrED

BENEFIT OBLIGATION

r997 rg96

3r8zo 3,t8o

496
UNeuonrrzpD NET ASSET AT TRANsrrroN

UlreMonrrzsD pRroR sERvrcE cosr
@e)

t5

Acrvet

Drrrnnro

Ssnvrcp cosr - BENEFTTS EARNED

DURINC THE PERIOD

INrsR.esr cosr oN pRoJEcrED

BENEFIT OBLIGATION

Al,ronrrzerroN

Nsr Penroorc PexsroN Cosr

$(,eo)

(l')
$(so+)

692

Gsz)

Pension obligarions are valued using the 1994 Uninsured

Pensioner Monaliry Table. Prior to 1997, these obligarions were

valued using the 1983 Group Annuiry Mortaliry Table. The

actuarial assumptions used were as follows:

At December 37,

DrscouNr RATE FoR DETERMTNTNG

PROJECTED BENEFIT OBLIGATION

Rers or INcREASE IN coMpENSATroN LEvELS

Expscreo LoNc-TERM RATE oF RETURN

ON PLAN ASSETS 8.oo% 8.5oo/o

(zsd Qzr) (zrz)

1996

7.25o/o

4.5oo/o

l

,1

$r'592

L)-

3'043 2,71r

17g

UNnpcocNrzED GArNS - NET (t z)
PnspA,rp PsNsrox Cosr

for tbe year ended December 31,

(GarN) Loss oN ILAN AssETs

)o ]27
(:) (o)

$26 $ 23



Psstretirement Benefts Other Tbdn Pensions r The corporation

provides health care and life insurance benefits for eligible retired

employees and their eligible dependents. These benefits are provided

through various insurance companies and health care providers.

The obligation is determined by application of the terms of health

and life insurance plans, together with relevant actuarial assumprions

and health care cost trends projected to increase annually at rates of

8.0 percent in 1998 and7.5 percent in 1999, falling incememally to

a 5.0 percent annual increase in2004 and thereafter.

The effect ofa 1 percent annual increase in the assumed health

care cost trend rates would increase the accumulated postretirement

benefit obligation at Dec. 31,1997 by $33 million, and the 
^ggreg 

te

of service and interest cost components of net periodic postretire-

ment benefit costs by $4 million. Measurement of the accumulated

postretirement benefit obligation was based on the same actuarial

assumptions used in fie pension calculations.

The corporation has funded postretirement benefits for certain

retirees who retired prior to Dec. 31, 1988. The funds are invested

primarily in common stocks.

The components of net periodic postretirement benefit cost are

as followsr

Millions of dollars

Jor tbe year ended December 37, 1996

(GerN) Loss oN PLAN AssETS

Acrvl.t

Drrrnnro
o (s) s (+) $ (8)

(z) (r) (r)

Sr,nvrcs cosr - BENEFTTs EARNED

DURING THE PERIOD

INteRnsr cosr

AuonrIzerrou (rt) (rt)

Ner Psnroprc PosrnerrR-EMENT
BeNsrrr Cosr i24 $2r $23

The funded starus of the postretirement benefit obligation is

as follows:

Millions of dollars atDecernber 37, 1997

AccuuutnrrD PosTRETIREMENT

BENEFIT OBLIGATIONS

Rrrrnrrs

Fottv nuctt'tE AcrrvE pr,AN pARTrcrpaNTs

Ornrn ecrrvr Pr,AN PARTTcTPANTS

$ 382

FrC,In VnrUe OF PLAN ASSETS

Accurr,rut,ersD posTRETIREMENT BENEFITS

IN EXCESS OF PLAN ASSETS 486

UNR.rcocNlzED GAINs - NET

Accnuso Uxruxpso PostneTtREtrsNt
Bsxsrrt Onr-rcltroxs S,+98 $506

The accumulated posretirement benefit obligation for retirees is

net of $131 million at Dec. 31,1997 ($t30 mlllion at Dec. 31,1996),

which is reimbursed to the corporation in pan by previously owned

businesses under ongoing benefit-sharing agreements.

Dcfmed C,ompensatipn Hn r Since Jan. l, I995,the corporation

has provided an unfunded, nongualified deferred compensation Plan

to certain key employees, offering them an elecdon to defer a Portion

of their gross pay. The corporationt obligation to employees is

adjusted to reflect changes in the market values ofemployees'invest-

ment choices. With limited exceptions, panicipants' deferred account

balances are scheduled for payment at or after fiJl redrement.

Postenployuena&ernfts I During 1995 the corPoration recorded a

charge of $68 million ($49 -illio" after-tax) for postemployment

benefits. The charge included severance costs relating to future staff

reductions associated with work process simplification efforts and

changes in the corporation's severance benefits'

t2

r99V

ll

l2r)

79

27

+72

+55
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THIRTEEN FOURTEEN
Euployrp Srocr OwNsnsHrp Pr.A,N

The Union Carbide Corporation Employee Stock Ownership

Plan (ESOP) is an integral part of the Savings and Investment

Program (the Program) for employees. Prior to October 1997, each

share of the corporation's preferred stock held by the ESOP (ESOP

shares) was convertible into and had the same voting rights as one

share of the corporation's common stock. The annual preferred

dividend was $0.794 per share. In October 1997 the rustee of the

ESOP exercised its right to convert all outstanding ESOP shares

into the corporation's common stock. As a result of the conversion,

the corporation's common stock outstanding at that date was

increased by 15.4 million shares.

Substantially all full-dme employees in the U.S. are eligible ro

participate in the ESOP through the dlocation of ESOP shares

equivalent to the corporation's matching conribution of 75 percent

of eligible employee contribudons to the Program. In addition, in

1997, eLi$ble employees received the equivalenr of up ro rwenry

days pay in ESOP shares throu$ the corporations ESOP profit

sharing plan.

Common shares held by the ESOP generally are sold in the open

market when employees make withdrawals or sell ESOP shares

within their account.

The cost of the ESOP is recognized as incurred and was

$7 million in1997 ($2 million and $4 million in 1996 and1995,

respectively). The increase in 1997 costs was principally due ro the

allocation of more shares to participants through the corporation's

ESOP profit sharing plan. Conrinued reducdons in ESOP costs are

due primarily to appreciation in the corporation's common stock.

At Dec. 37, L997 ,15.4 million common shares held by the ESOP

were outstanding,6.5 million of which were allocated ro employees'

accounts. During 1997,I.3 million ESOP shares were allocated

to employeed accounts.

INcsNrrvr Pr,eNs

On April 27 ,1997 , stockholders approved the 1997 Union

Carbide Long-Term Incentive Plan for key employees. The Plan pro-

vides for granting incentive and nonqualified stock options; exercise

payment rights; grants ofstoch including restricred stock, and per-

formance awards. Holders of options may be granted the right to

receive paymenrs of amounts equal to the regular cash dividends

paid to holders of the corporation's common stock during the period

an option is outstanding. The number ofshares granted or subject

to options generally cannor exceed2million under rhe Plan. How-

ever, up to 4 million additional shares may be granted or subject to

options to the extent the corporation acquires shares after April 27,

1997. Option prices are equal to rhe closing price of the corporation's

common stock on the date of the grant, as lisred on the New York

Stock Exchange Composite Tiansactions. Opdons generally become

exercisable rwo years after such dare. Options may not have a dura-

tion of more tlan ten years. The option price may be serded in cash,

common shares of the corporarion currenth owned by a participant,

withholding stock shares from the exercise or a combination of these

alternatives. Restricted stock award shares are entided to vore and

dividends are credited to the holder's accoun!, but these shares are

generally nontrans6rable for varying periods after the grant date.

Once the vesting conditions are mer, the shares become fully trans-

ferable. Performance awards may be paid in common stoch cash or

other forms of property, No dividend-equivalent payment rights or

performance awards were granted in 1997.

No awards were made in 1997, and no further awards can be

made, under previous plans. Prior plans srill have options outstand-

ing and restricted stock nor yet vested, whose rerms arc generally

similar to nonqualified stock options and resrricted stock grants

under the 1997 plan.
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Changes in outstanding fixed price options were as follows:

r997

i

WsrcHtso
Avnucn

Snnnss ExsncrssPnrcn

1996

WeIcHrso
Avrnncp

Snanns Exenclss Pntce

WsrcHtrp
Avpnecs

Snnnss ExpnctsrPrucs

$r5,70

Shares in thousands

OurstnNprNc nrJexuenv r

GneNrsp

Exnncrssp

CeNcer,ep oR ExPTRED

Shares in thousands

R.o,Nce or Exsncrsp Pnrcr,s
g 6.70 ro g 9.69
grr,37 ro $6,7j
$2r.6lro $28,63

$:g.88 ro g+6.3r

$2r,45 t],]f_ __ $r8.5+ q,8o7

46.1r 4c..38

0'zrz)
(+o)

0,s6g) r3.o5 $,667)

38.47 36.oo 27.25

Ourstlxprxc lt Decruann 3r 12t5?3 25.48 tz,78z 2r.45 rJ'J5o $r8.5+

OprroNs ExERCTsABLE lt Decrunrn 3l 91889 to,+60

Opdons were exercised dvingL997 ar prices ranging from $6.70 to $45.63 per share ($6.70 to $28.63 per share during 1996 and $1.00 to

$21..63 per share during 1995).

The following table summarizes information about fixed price option shares outstanding ar Dec,3l,I997:

('6s) (0")

Snnnss
Outstluorxc

WnrcnrsoAVERAGE
RsMA,rxrxc

CoxrucruAr, LIFE

WercHrsp AvsRAcr
Exrncrss PRrcr

2,635 3.3 YEARS $ 8.40

2t439

3,666

4.3 YEARS $ t5.26

6.4 YEARS $24.j8

12t533

a) At Dec. 31, 1997, 1.149 million options were exercisable at a price oJ $aM8.

Had compensation cost related to the fixed price options been

recorded at fair value on the dates ofgrant in accordance with

SFAS 123, the effect on the corporation's net income and EPS

amounts would have been as followsr

The Black-Scholes Option Pricing Model was used to estimate

the fair values ofoptions granted during 1997,1996 and 1995.The

assumpdons used for these grants included a6-year averageexpected

life for all years, and zero-coupon U.S. government risk free interest

rates of 5,92o/o,5.95o/o,and5.70o/o, current dividend yields of 1.73%,

L78o/o,andLJ5o/o,andvolatilityof 28,77%,28.No/o,and28.78o/oforthe

years ended 1997,1996 nd 1995, respectively.The weightedaverage

g.o YEARS $44.28

fair values of options granted during th e years 1997 , L996 , and 1995

were $15.54, $15.31 and $13.4l,respectively.

On Sept.24, lggT,rheboardapproved the 1997 Union Carbide

Corporation EPS Incendve Plan for a limited number of senior man-

agers. It is designed to grant awards ifthe corporation achieves $4.00

or more diluted earnings per share performance during 1999 and

2000.The plan requires these senior managers to Put an amount

eguivalent to a portion oftheir annual base pay at risk, up to 100 per-

cent, should diluted earnings per share not equal or exceed $4.00 in

the year 2000. The amount at risk will be deducted from compensa-

tion over three years and is converted to units equivalent to common

stock using a $47 ,7 5 share price, the closing price of fie coqporadon's

common stock on the date the plan was approved by the board of

directors, Participants could be awarded up to four times the number

ofunits at risk for each ofthe years 1999 and 2000, depending on the

extent to which the goals ofthe plan are exceeded. Participants will

also be credited with dividend-equivalents in the form of additional

units. Payments under the plan will be in cash and are scheduled for

2002,2003 and 2004. Failure to meet the requiremencs of the plan

will result in forfeiture of the amounts at risk

3,?9ib)

Millions of dollars (except per sbare figure),

t'or tbe year endedDecember 31,

Ner rNcorur-
coMMoNSTocKHoLDERs AsREPoRTED

Pno ponue

As nspontpp

Pno ronue $4,32 $3.86 $5.84
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FTFTEEN STXTEEN
Srocrnorpens' Equrtv

Subject to the following discussiory each outstanding share of

common stock has idendcal rights in voting on corporare maners,

dividends when declared, liqui&tion and other corporate mafters.

Each outstanding share of common stock bears one Righr enri-

ding its holder, under certain circumstances, to buy a share of com-

mon stock at a purchase pri ce of $37 .67 (subject to adjustmenr). The

fughts may not be exercised until 10 days after a person or group

acquires 20 percent or more of UCC's common stoch or undl a &te
determined by the board of directors following announcemenr of a

tender offer that, if consummated, would result in 20 percent or

more ownership of the common stock. Unril rhen, separate fughts

certificates will not be issued, nor will the Rights be raded separately

from the stock.

Should an acquirer become the beneficial owner of20 percent of
the common stock, and under certain additional circumsrances, the

corporadont stockholders (other tlan the acquirer) would have the

right to buy common stock in Union Carbide Colporation, or in the

surviving enterprise ifthe corporation is acquired, having a value

equal to two times the purchase price of the Right rhen in effect.

The Rights will expire on Aug. 3l,Iggg,unless redeemed prior

to that date. The redemption price is $0.01 per fught.

OnJuly 2J,l997,the board of directors of the corporation

increased the number of shares that may be repurchased under the

existing common stock repurchase program to 60 million shares.

Through Dec. 31, 1997,the corporation had repurchased

49.3 million shares since inception of the program in1993 (7.0 mil-

lion during 1997) at an averege effecrive price of $34.69 per share.

The corporation will continue to acquire additional shares from

time to time at prevailing market prices, at a rate consistent wirh

the combination of corporate cash flow and market conditions.

In conjuncrion with the corporationt common stock buyback pro-

gram, put oprions were sold in a series of private placements entiding

the holders to sell 12.9 million shares of common srock to UCC at

specified prices upon exercise ofthe options. Since inception ofthis
program through Dec. jl,1997, options representing 9.8 million

common shares have expired unexercised, while options representing

3.1 million shares were exercised for $129 million, or an average

price of $40.94 per share. No options were oursrandingatDec,3l,

1997. Premiums received since inception of the program, which are

recorded as Additional paid-in capital, have reduced the averqge price

of repurchased shares to $34.69 per share from $Z+92.

j8

Lelsrs

Leases that meet the criteria for capitalization have been classified

and accounted for as capital leases. For operating leases, primarily

involving facilities and disribudon equipment, the future minimum

rental payments under leases with remaining noncancelable terms in

excess ofone veet ete

Millions of dollars,

y ear ending D ecemb er 3 1,

1998

1999

2000

200r

2002

SunsequrNr ro 2oo2

$62

Torlr MTNTMUM pAyMENTs 467
Furune suBLEAsE RENTALs

Nrr Mrxruuu Rnxrll CoMMTTMBNTs $386

The present value of the ner minimum renral paymenrs amounts

to $303 million, of which $214 million penains ro rhe corporarion's

headquarters lease. Total lease and renral payments (ner ofsublease

rental of $21 million inl997 and $20 million in 1996 and 1995)

were $54 million, $53 million and$67 million for 1997,1996 and

1995, respectively.

During 1995 the corporarion recognized a nonrecurring,

noncash charge of $191 million (9134 million after-tax) for furure

minimum lease payments on unused office space, primarily at the

corporation's headquarters. The headquarters charge reflects the

pro rata costs of unused office space over the remaining term of the

lease, which runs to 2006, less anticipated net sublease income.

Neither the expected furure costs nor expected net sublease revenues

were discounred.

I

t8

53
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SEVENTEEN
CoMMrrir,rsNTs AND CoNrrNcrNctEs

Purchase Agreements r The corporation has three major agreements

for the purchase of ethylene-related products and rwo other pur-

chase agreements in the U.S. and Canada. Total purchases under

rhese agreemenrs were $245 million, $233 million and $251 million

in 1997 ,1996 and 1995, respectively. The net present value of rhe

fixed and determinable portion of obligations under these purchase

commitments at Dec. 3I,1997 (at current exchange rates, where

applicable) is presented in the following table.

Millions of dollars,

year endingDecember 31,

r998

r99 9

2000

2001

zo02

2OO3 TO EXPTRATTON OF CONTRACTS

Torlr, $29r

Environmental r The corporation is subject to loss contingencies

resulcing from environmental laws and regulations, which include

obligations to remove or remediate the effects on the environment

ofthe disposal or release ofcertain wastes and substances at various

sites. The corporation has established accruals in current dollars for

those hazardous waste sites where it is probable that a loss has been

incurred and the amount of the loss can reasonably be estimated.

The reliability and precision of the loss estimates are affected by

numerous factors, such as different stages of site evaluation, the allo-

carion of responsibiliry among potentially responsible parties and the

assertion of additional claims. The corporation adjusts its accruals as

new remediation requirements are defined, as information becomes

available permitting reasonable estimates to be made, and to reflect

new and changing facts.

At Dec. 3I,1997 , the corporation had established environmental

remediation accruals in rhe amount of $Ze+ million ($310 million

in 1996). These accruals have rwo components, estimated future

expenditures for site investigation and cleanup and estimated future

expenditures for closure and postclosure activities. In addidon, the

corporation had environmenral loss contingencies of $159 million

at Dec. 3L,I997.

The corporation has sole responsibiliry for the remediadon of

approximately 36 percent of its environmental sites for which accru-

als have been established. These sites are well advanced in the investi-

gation and cleanup stage. The corporationt environmental accruals at

Dec. 31, 1997, included $197 million for these skes ($222 million at

Dec.31, 1996), of which $79 million ($92 million at Dec' 31,L996)

was for estimated furure expendirures for site investigation and

cleanup and $118 million ($tlO million at Dec. 3I,1996) was for

estimated future expenditures for closure and postclosure activities.

In addirion, $87 million of the corporation's environmental loss coh-

tingencies at Dec. 31,1997 , related to these sites. The site with the

largest total potential cost to the corporation is a nonoperating site'

Of rhe above accruals, this site accounted for $31 million ($ZZmrt'

lion at Dec. 3I,I996),of which $17 million ($18 million at Dec.31,

1996) was for esdmated future expenditures for site investigation and

cleanup and $14 million ($t+ million at Dec. 11,1996) was for esti-

mated fucure expenditures for closure and postclosure activities' In

addition, $20 million of the above environmental loss continqencies

related to this site.

The corporation does not have sole responsibiliry at the remainder

of its environmental sites for which accruals have been established.

All of these sites are in the investigation and cleanup stage. The cor-

poration's environmental accruals at Dec. )1,1997 , included $67 nrriI'

lion for estimated future expendirures for site investigation and

cleanup at these sites ($88 million at Dec. ll,1996).In addition,

$72 million of the corporations environmentd loss contingencies

related to these sites. The largest rwo of these sites are also nonoper-

ating sites. Of the above accruals, these sites accounted for $29 mil-

lion ($37 million at Dec. 31, 1996) for estimated furure expenditures

for site investigation and cleanup. In addition, $20 million of the

above environmental loss contingencies related to these sites.

Worldwide expenses related to environmental Protection for

compliance with Federal, state and local laws regulating solid and

hazardous wastes and discharge of materials to air and water, as

well as for waste site remedial acdvities, toaled $100 million in

1997, $110 million in 1996 and $138 million in 1995.

88
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Other I The corporation has severally goaranteed45 percent

(approximately $606 million at Dec. 31,1997) of EQUATE

Petrochemical Company's debt and working capitd financing needs

undl certain completion and financial tests are achieved. Ifthese tests

are met, a $54 million several guarantee will provide ongoing support

thereafter. The corporation also severally guaranteed certain sales

volume targets uffil EQUATE'S sales capabilities are proved. In

addition, the corporarion has pledged its shares in EQUATE as

security for EQUATE's debt.The corporarion has political risk

insurance covenge for its equity investment and, throu$ Sept.30,

1998, substantially all of its several guaranree of EQUATEs debt.

The corporation and its consolidated subsidiaries had addicional

contingent obligations ar Dec. 37,1997 , totaling $63 million, of

which $31 million related ro guarantees of debt.

Litigation r The corporation is one of a number of defendants

named in approximately 4,9}0lawsuits in both Federal and state

coufts, some of which have more than one plaindff, involving silicone

breasr implants. The corporation was not a manufacrurer of breast

implants but did supply generic bulk silicone materials to certain

manufacturers.Also, the corporation in 1990 acquired and in 1992

divested the stock of a small specialry silicones company that, among

other things, supplied silicone gel intermediates and silicone disper-

sions for breast implants. In 1993 most of the suirs rhat were brought

in Federal courts were consolidated for pretrial purposes in the

United States District Court, Nonhern District of Alabama.

In1995,the District Court approved a sertlement program pro-

posed by certain defendants, including the corporation. In August

1997,the cotrt ruled that all claims based solely on rhe supply of

generic bulk silicone materials should be dismissed against the

corporation. That decision is final with respect to cases in Federal

coufts, but does not affect the corporation's panicipation in the

secdement program. Based on the corporation's understanding of the

number of claims rhat were properly filed under the semlement,

the corporation estimates thar irs maximum expendicures under

the program should not exceed $100 million prior to insurance

recovery. Although insurance coverage is subject to issues as ro scope

and application of policies, rerenrion limits, exclusions and policy

limits, and fie insurers have reserved their right to deny coveragg

the corporation believes that after probable insurance recoveries

neither rhe semlement nor litigadon outside the senlement will

have a material adverse effect on the consolidated financial position

ofthe corporation.

In addition to the above, the corporation and im consolidated

subsidiaries are involved in a number of legal proceedings and claims

with both private and governmenral pardes. These cover a wide

range of maners, including, but not limited to, product liability; rade

regulation; governmental regulatory proceedings; hedrh, safety and

environmental mafters; employmenq paten$; contracts, and mxes.

In some of these legal proceedings and claims, the cost of remedies

that may be sought or damages claimed is substantial.

The corporation has recorded nonenvironmental litigation

accruals of $184 million, and related insurance rccovery receivables

of $I47 million. At Dec.3I,I997 , the corporation had nonenviron-

mentd litigation loss contingencies of $57 million.

While it is impossible ar rhis dme to determine with certainry the

uldmate outcome of anylegd.proceedings and claims referred to in

this notg managemenr believes rhat adequare provisions have been

made for probable losses with respect thereto and that such ultimate

outcome, after provisions therefor, will not have a material adverse

effect on the consolidated financial position ofthe corporarion, bur

could have a material effect on consolidated results ofoperadons in

a given quarter or yeer, Should any losses be sustained in connecrion

with any of such legal proceedings and claims in excess of provisions

therefor, rhey will be charged ro income in rhe furure.

40



Man agern ent's Statem ent of Re sp on sib ility
Financiol Statements

Union Carbide Corporation's financial statements are prepared by

management, which is responsible for their fairness, integriry and

objectiviry. The accompanying financial statements have been pre-

pared in conformity with generally accepted accounting principles

and, accordingly, include amounts that are estimates and judgments.

All historical financial information in this annual reoort is consistent

with the accompanying financial statements.

The corporation maintains accounring systems, including internal

accounting controls monitored by a staff of internal auditors, that

are designed to provide reasonable assurance of the reliabiliry of

financial records and the protection of assets. The concept of

reasonable assurance is based on recognition that the cost ofa

system must not exceed the related benefits. The effectiveness of

those systems depends primarily upon the careful selecrion of finan-

cial and other managers, clear delegation of authoriry and assignment

of accountabiliry, inculcation of high business ethics and conflicr-of-

interest standards, policies and procedures for coordinating the man-

agement of corporate resources and the leadership and commitment

of top management.

The corporation's financial smtements are audited by KPMG Peat

Marwick LLB independent certified public accountants, in accor-

dance with genenlly accepted auditing standards. These standards

provide for the auditors to consider the corporation's internal control

structure to the extent they deem necessary in order to issue their

opinion on the financial statements.

The Audit Commicee of the board of directors, which consists

solely of nonemployee directors, is responsible for overseeing the

functioning ofthe accounting system and related controls and the

preparation of annual financial statements. The Audit Commirtee

recommends to the board of directors the selection of the indepen'

dent auditors, which is submitted to the stockholders for ratificadon.

The Audit Committee periodically meets with the independent

auditors, management and internal auditors to review and evaluate

their accounting, auditing and financial reporting activities and

responsibilities. The independent and internal auditors have full and

free access to the Audit Committee and meet with the committee,

with and without management present,

-\(J flXv-/J'
William YJoyce
Chairman, President and
Chief Executive Officer

Danbury, Conn.

Jan. 16, 1998

/L///g
{o(n rc.wum
'Vice-President, 

Chief Financial
Officer and Controller

Indep endent Auditors' R

Mpeat Marwickr-r-p

To the Stochbolders ardBoard of Directors of

U nion Carbide Corp or ation:

We have audited the accompanying consolidated balance sheet of

Union Carbide Corporation and subsidiaries as of Dec. 3I,1997 and

1996, and the related consolidated statements of income, stockhold-

ers' equiry, and cash flows for each of the years in the three-year peri-

od ended Dec. 31, 1997. These consolidated financial statements are

the responsibiliry of the company's management. Our responsibiliry

is to express an opinion on these consolidated financial statements

based on our audits.

We conducted our audits in accordance with generally accepted

auditing standards. Those standards require that we plan and per-

form the audit to obtain reasonable assurance about whether the

financial scatements are free of material misstatement, An audit

includes examining, on a test basis, evidence supporting the amounts

and disclosures in the financial statements. An audit also includes

assessing the accoundng principles used and significant estimates

made by management, as well as evaluating the overall financial state-

ment presentation. We believe that our audits provide a reasonable

basis for our opinion.

In our opinion, the consolidated financial statements referred to

above present fairly, inall material respects, the financial position of

Union Carbide Corporation and subsidiaries at Dec. 31,1997 and

1996, andthe results of their operations and their cash flows for

each of the years in the three-year period ended Dec 3I, 1997 , in

conformity with generally accepted accounting Principles.

K/44 /e<t /orual
KPMG Peat Marwick LLP

Stamford, Conn.

Jan. 16, 1998



Corporate Information

1998 Annual Meeting

The 1998 annual meeting of stockholders will be held on

Wednesday, April22, at theJohn C. Creasy Health Education

Center, 24 Hospital Ave., Danbury, CT 06810, beginning at 10 A.M.

A notice of the annual meeting, a proxy statement and a proxy

voting card will be mailed to each stockholder in March, together

with a copy of the current annual report.

General Offices

The general offices of Union Carbide Corporation are

located at 39 Old fudgebury Road, Danbury, CT 06817-0001

( Telephonc 203 -7 9 4 - 2000).

Stock Exchanges

Union Carbide stock is traded primarily on the New York Stock

Exchange (ticker symbol UK). The stock is dso listed on the

Chicago and Pacific Stock Exchanges in the U.S.

Stock Records and Transfer

The corporation acts as its own stock transfer agent through its

Shareholder Services Department, which maintains stockholder

records, transfers stock and answers questions regarding stock-

holders' accounts, including dividend reinvestmenr accounrs.

Stockholders wishing to transfer stock to someone else or ro change

the name on a stock cerdficate should contact Shareholder Services

for assistance. The Registrar is Chase Mellon Shareholder Services.

Dividend Reinvestment

Stockholders of record may purchase shares directly through

Union Carbides Dividend Reinvestment and Srock Purchase Plan.

Under the plan, shares may be purchased from Union Carbide free

of commissions and service charges,

Requests for a prospectus chat explains rhe plan in detail

should be directed co che Shareholder Services Department

(Telephone 800 -934 -Y50).

Form l0-K
A Form 10-K report for the year ended Dec. 31, 1997 , willbe

available in April 1998. A copy without exhibirs may be obtained

without chargeby writing to Union Carbide Corporarion,

Joseph E. Geoghan, secetaty,39 Old fudgebury Road, Danbury, CT

06817-0001.

Charitable Contributions Booklet

Union Carbide annually publishes a bookler that lists organiza-

tions receiving charitable, educational, cultural or similar grants

of $250 or more from the corporation. The booklet is available on

wriften request to the secretary.

RESPONSIBLE CARE Progress Report

This report covers health, safery and environmental progress

at Union Carbide. Information includes performance data for 
I

U.S. and other worldwide locations, RESPONSIBLE CARE I

goals, and progress Carbide made in 1997 as it completed

implementation of RESPONSIBLE CARE managemenr

practices. To obtain a copy, write ro Union Carbide Corporarion,

Public Affairs Department, Section L-4505,39 Old Ridgebury

Road, Danbur y, CT 06817 -000 1 ( Telephon e: 800 - 5 52- 527 2).

Inquiries I

I Inquiries from the public abour Union Carbide and irs

producrs and services should be directed ro the Corporare

Information Center, Union Carbide Corporation, Section N-0, i

39 Old tudgebury Road, Danbury, CT 06817-0001 
I

(tlephone 203 -7 94 - 5300).

I Inquiries about stockholder accounts and dividend reinvestmenr

should be direcred to Union Carbide Corporation, William H.
Smith, manager, Shareholder Services Deparrment, Section

G-1328,39 Old tudgebury Road, Danbury, CT 06817-0001

( Telephonc 203 -7 94 - 33 50).

I Institutional investors, financial analysrs and porrfolio

managers should direct questions about Union Carbide to

Union Carbide Corporation, D. Nicholas Thold, director

of investor relations, Invesror Relations Department,

Section E-4286,39 Old fudgebury Road, Danbury

CT 068 17-0001 ( Telephon e: 203 -7 94-6440).

I Financialjournalists should direct questions to Union

Carbide Corporation, David N. Kernis, assistant directoc

communications, Public Affairs Deparrmenr, Secrion L-4502,

39 Old Ridgebury Road, Danburp CT 06817-0001

( Telephone: 203 -7 94 -6929).

I Informadon about Union Carbide also may be found on the

company's home page on the Inrernet at www.unioncarbide.com.

Union Carbide's site provides information in five caregories:

general, financial, business, RESPONSIBLE CARE and

recruitment.



Directorc and Corporote Officers

Drnscrons
JohnJ, Creedon is retired president and chiefexecutive officer of
Metropolian Life Insurance Company. A Carbide director since 1984,

he chairs the Audit Committee and serves on the Compensation &
Management Development, Executive and Health, Safery and

Environmental Affairs (HS&EA) Committees.

C,FredFetterof is a retired director, president and chief operating officer

of Aluminum Company of America. A UCC director since 1987, he

chairs the HS&EA Commiree and serves on the Audit, Compensation

& Management Development and Nominating Committees.

Josepb E, Geoghan is vice-president, generd counsel and secretary of
Union Carbide Corporation and has been a director since 1990.

He serves on the Executive and Public Policy Committees.

Rainer E. Grf is chairman of Credit Suisse Group, Zurich,
Switzerland, Credit Suisse Firsr Boston and Credir Suisse. A UCC
board member since 1994, he is a member of the Compensation &
Management Developmen! Finance & Pension and Nominating

Committees.

Vemon E, Jordar,Jr. is a senior parrner of Akin, Gump, Strauss,

Hauer & Feld LLP. He is chairman of the Nominating Commiaee and

a member of the Executive, Finance & Pension and Public Policy

Committees. He has been a board member since 1987.

Williom H. Joyce is chairman, president and chief executive officer of
Union Carbide Corporation. A director since 1992, he is chairman of
the Executive Committee.

Robert D. Kennedy is retired chairman and chief executive officer of
Union Carbide Corporation and has been a director since 1985.

He serves on the Audit, Executive, Nominatinq and Public Policy

Committees,

Ronald L. Kuebn, Jr. is a director and chairman, president and chief

executive officer of Sonat, Inc. A UCC board member since 1984, he

chairs the Compensation & Management Developmenc Committee

and serves on the Finance & Pension and HS&EA Commrrrees.

Rozanne L, Ridgway is former assistant secretary of state for Europe and

Canada. A director since 1990, she chairs the Public Policy Commiaee

and is a member of the Audit, HS&EA and Nominating Commiwees.

Jatnes M. Rirgler is a director and chairman, president and chief

executive officer of Premark International, Inc. Elected a director

in1996, he is a member of the Compensation & Management

Development and the Finance & Pension Committees,

Wlliam S. Sneatb is a director of various corporations and retired

chairman and chief executive officer of Union Carbide Corporation.

He chairs the Finance & Pension Committee and serves on the

Execucivg HS&EA and Nominatinq Committees. He has been a

director since 1969.

ConponarE Orplcpns
WlliamH.Joyce

Chairman of the Board, President and Chief Executive Officer

Joseph S.Byck

Mce-President, Strategic Planning, Investor Reladons and

Public Affairs

James F, Flynn

Vice-President, General Managet Solvents, Intermediates

and Monomers

Josepb E. Geogban

Vice-President, General Counsel and Secretary

Malcolm A, Kessinger

Vce-President, Human Resources

LeeP. McMaster

Vice-President, General Manager, Ethylene Oxide/Glycol

Joseph C. Sotiero

Vice-President, Corporate Ventures

RogerB, Staub

Mce-President, General Manager, UNIPOL Systems

JohnK.Wulff
Vice-President, Chief Financial Officer and Concroller

OrnEn SrNron Ma.xlcrmnNt
Eugene J, Boros

Vice-President, General Manager, Specialry Polymers and Products,

UCAR Emulsion Systems

DaddL.Brucker
Vice-President, Engineering and Operations

RonJ. Cotde

Vce-President, Health, Safery and Environment

John L, Gigericb

Vice-President, Information Systems

KeuinP,Lynch

Vice-President, General Manager, UNIPOL Polymers

Pbilip F, McGouern

Mce-President, Tax

GordonD, Mounts

Vice-President, General Manager, Industrial Performance Chemicals

F.DonRyan

Vice-President, General Manager, Specialry Polyolefins and

Mce-President, Purchasing

Lee C. Stewafi

Vice-President and Tieasurer

VinceF,Villani

Vice-President, General Manager, Olefins

DonaldR.Wood

Vce-President, Polypropylene Resins

Joht P. Yimoyines

Vce-President, Venture Management
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Union Corbide Around tbe World (Excluding pannership or joint venture locations)

United States &
Puerto Rico

California

Colorado

Connecticut

District of Columbia

Georgia

Illinois

Louisiana

NewJersey

NewYork

Nonh Carolina

Texas

Vermont

Washington

WestVirginia

Puerto fuco

Canada

Albena

Ontario

Quebec

Europe

Austria

Belgium

France

Germany

ft"ly

Russia

Spain

Sweden

Switzerland

Turkey

United Kingdom

Latin America

Argentina

Brazil

Chile

Colombia

Costa fuca

Ecuador

Guatemala

Mexico

Peru

Venezuela

Far East & Ot{rer

Australia

China

Eg./P,

Hong Kong

Indonesia

Japan

Jordan

Malaysia

Morocco

Philippines

Singapore

South Africa

South Korea

Sri Lanka

Taiwan

I nauand

United Arab Emirares

Unless the context otherwise requires, the terms below re6r to the following:

Union Carbide Coqporation,
Union Carbide, Carbide,
the corporation, we, our,

the company, UCC

Domestic

Domestic operations

International operations

Union Carbide Coqporation,

the parent company, and its

consolidated subsidiaries

Unired Sates and Pueno fuco

Operations of Union Carbide in this area including expons

Operations of Union Carbide in areas of rhe world other rhan the
Unired States and Pueno Rico

The use of these terms is for convenience of reference only. The consolidated subsidiaries are separate legd entities that are managed by, and

accountable to, their respective boards ofdirectors.

CARBITOL, CARBOWAX, CELLOSIZE,CELLOSOLVE, CYMCURE, FLEXOL, FLEXOMER, NEULON NORKOOL LP OXO, POLYOX, POLYPHOBE,
SELEXOL, TERGITOL, TONE, TzuTON, TUFLIN UCAR, UCARSOL, UCARTHERM, UCON, UCURE, UNICARB, UNIPOL, and UNION CARBIDE
are registered trademarla ofUnion Carbide Colporation.

RESPONSIBLE CARE is a registered service mark of the Canadian Chemical Producers Association and the Chemical Manufacrurers Association.

EQUATE is a trademark of EQUME Petrochemical Company K.S.C. ofKuwait.
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